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Abstract	  	  By	  drawing	  on	  the	  Canadian	  experiences	  of	   Impact	  Benefit	  Agreements,	   this	  project	  analyse	  the	  Greenland	  approach	  to	  Impact	  Benefit	  Agreements	  and	  discuss	  what	  the	  results	  may	  be,	  based	  on	  the	  Canadian	  Experience.	  	  Natural	  resource	  has	   it	  own	   impact	  on	   the	  economy.	  While	   the	  economy	  going	   to	  become	  a	  single	  industry	  based	  in	  most	  cases	  resource	  brings	  curse	  for	  the	  economy.	  But	  they	  can	  also	  avoid	  the	  curse	  by	  making	  a	  natural	  resource	  fund	  and	  a	  good	  policy	   for	  using	   it.	  Our	  study	  investigates	  the	  rising	  mining	  industry	  in	  Greenlandic	  and	  suggest	  them	  how	  they	  can	  escape	  from	  the	  resource	  curse	  and	  can	  able	  to	  gain	  a	  sustainable	  economic	  growth.	  	  Drawing	  lesson	  from	  a	  PESTLE	  analysis	  of	  Greenland,	  this	  paper	  argue	  that	  natural	  resource	  fund	  is	  not	  enough	  for	  creating	  a	  sustainable	  economic	  growth,	  proper	  planning	  of	  using	  the	  fund	   is	  also	   important.	   It	   therefore	  conclude	   that	  Råstoffund	   is	   the	   first	  step	  of	  creating	   the	  sustainable	  economic	  growth	  in	  Greenland	  for	  going	  all	  the	  way	  to	  create	  it	  they	  should	  make	  a	  proper	  plan	  for	  using	  the	  fund.	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Introduction	  Both	  the	  previous	  government	  and	  the	  new	  Greenlandic	  government	  expressed	  wishes	  that	  the	  extraction	  industry	  in	  Greenland	  should	  be	  utilized	  to	  ensure	  economic	  development	  in	  Greenland1.	  As	  of	  January	  1st	  20102,	  the	  government	  of	  Greenland	  have	  held	  the	  sole	  authority	  over	  the	  extraction	  industry,	  therefore	  becoming	  responsible	  for	  legislative	  and	  social	  duties.	  To	  accomplish	  this,	  the	  government	  has	  sought	  inspiration	  from	  neighbouring	  countries	  and	  other	  established	  mining	  countries	  such	  Canada,	  Norway	  and	  Sweden.	  Especially	  the	  Canadian	  arctic	  mining	  industry	  has	  been	  as	  a	  source	  of	  inspiration,	  where	  the	  indigenous	  and	  aboriginals	  of	  the	  northern	  have	  had	  extensive	  experience	  in	  securing	  benefits	  and	  influence	  from	  the	  mines	  being	  created.	  These	  efforts	  began	  in	  the	  1990's	  as	  pollution	  and	  negative	  impact	  on	  the	  environment	  started	  to	  have	  impact	  on	  the	  traditional	  lands	  and	  living	  ground	  of	  the	  aboriginals	  in	  the	  north,	  and	  they	  therefore	  started	  to	  actively	  achieve	  influence	  through	  activism,	  lobbyism	  and	  legislation	  both	  on	  federal	  and	  regional	  level.	  Slowly	  they	  have	  started	  to	  attain	  some	  influence	  as	  the	  Canadian	  government	  started	  to	  recognize	  the	  land	  claims	  made	  by	  the	  different	  peoples	  of	  the	  north.	  First	  it	  became	  necessary	  for	  the	  mining	  companies	  to	  make	  an	  Environment	  Impact	  Assessment	  (EIA),	  where	  the	  mining	  companies	  outline	  there	  responsibility	  to	  ensure	  as	  little	  as	  possible	  impact	  on	  the	  environment,	  and	  that	  has	  developed	  to	  Non-­‐renewable	  Fund	  (NRF),	  that	  ensures	  that	  the	  indigenous	  peoples	  get	  there	  share	  of	  the	  financial	  benefits	  and	  lastly	  it	  has	  culminated	  in	  the	  Impact	  Benefit	  Agreements	  (IBA),	  that	  include	  all	  the	  other	  aspects	  plus	  the	  Social	  Impact	  Assessments	  (SIA)	  to	  map	  out	  how	  the	  society	  will	  be	  impacted	  by	  a	  large-­‐scale	  mine	  and	  how	  the	  society	  can	  benefit	  from	  it	  through	  job	  training	  and	  procurement	  through	  education	  and	  preferential	  hiring	  practices.	  3	  IBA	  in	  Greenland	  is	  different	  from	  experiences	  from	  other	  aboriginal	  experiences	  as	  the	  financial	  benefits	  through	  taxes	  and	  royalties	  are	  already	  set	  out	  in	  the	  law	  as	  it	  is	  the	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  1	  "2025-­‐planen"	  for	  previous	  government	  and	  Coalition	  Agreement	  for	  the	  new	  2	  "Mineral	  Resources	  Act"	  was	  passed	  and	  became	  effective	  3	  "IBA	  Community	  Toolkit"	  Ciaran	  O’Faircheallaigh	  and	  Ginger	  Gibson,	  March	  2010	  
	   5	  
Greenlandic	  Government	  that	  is	  the	  sole	  beneficiary	  and	  holds	  the	  full	  responsibility	  on	  the	  extraction	  industry4.	  Though	  the	  circumstances	  are	  different	  in	  Greenland	  from	  the	  Nunavut	  and	  other	  Aboriginal	  experiences,	  especially	  concerning	  taxes	  and	  economy,	  common	  for	  all	  is	  the	  challenges	  of	  low	  levels	  of	  education	  and	  high	  unemployment	  rates5,	  and	  the	  desire	  to	  solve	  these	  problems	  through	  Extraction	  industry.	  	  
Problem	  area:	  	  When	  there	  is	  talk	  of	  decreasing	  unemployment	  and	  increasing	  education	  levels,	   it	   is	  talk	  of	  sustainable	  economic	  development.	  The	  Canadian	  experiences	  of	  ensuring	  sustainability	  have	  been	   focused	   on	   sustainability	   in	   the	   aboriginal	   communities,	   brought	   forth	   by	   the	  communities	   themselves.	   O’Faircheallaigh	   have	   emphasized	   the	   importance	   of	   community	  involvement	  and	  continuous	  follow-­‐up	  to	  ensure	  that	  the	  IBA	  has	  the	  desired	  effects.	  This	  is	  also	  within	   the	  realm	  of	   sustainable	  economic	  development.	  Towards	   the	  end	  of	   the	  1990s,	  and	   in	   reply	   to	   increasing	   global	   condemnation,	   the	   mining	   industry	   adopted	   sustainable	  development	   (SD)	   principles.	   This	   approach	   not	   only	   proposed	   a	   dramatic	   change	   in	   the	  operating	  practices	  of	  large	  mining	  houses,	  but	  also	  suggested	  a	  grand	  vision	  for	  the	  industry	  as	  a	   long-­‐term	  catalyser	  of	   local	  economic	  growth.	  This	  research	  now	  investigates	  the	  effect	  that	  mining	  enterprises,	  which	  operate	  under	  these,	  principles	  have	  on	  sub-­‐national	  economic	  development.	  In	  doing	  so,	  it	  undertakes	  Greenlandic	  mining	  industry	  as	  a	  case-­‐study	  analysis.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  This	   research	   aims	   to	   investigate	   the	   effect	   of	  mining	   enterprises	  which	   operate	   under	   the	  principles	  of	   sustainable	  development	   (SD)	  have	  on	  economic	  development	  at	   the	   local	  and	  regional	  level.	  Like	  Canada,	  Norway	  and	  many	  other	  countries,	  Greenland	  also	  going	  to	  make	  a	  natural	   resource	   fund	  which	   they	   named	   ‘Råstoffund’,	   when	   they	   start	   getting	   the	  mineral	  resource	  revenue.	  The	  purpose	  of	  making	  this	  fund	  is	  to	  escape	  from	  the	  resource	  curse	  and	  through	  this	  creating	  a	  sustainable	  economic	  growth	  in	  Greenland.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  4	  Though	  the	  Self-­‐Government	  Act	  of	  2009,	  that	  is	  de	  facto	  constitution	  of	  Greenland,	  states	  that	  the	  financial	  benefits	  up	  to	  75	  mio.	  DKK	  goes	  to	  Greenland	  and	  all	  benefits	  above	  that	  are	  shared	  equally	  between	  Greenland	  and	  Denmark,	  through	  continuous	  reduction	  of	  the	  Annual	  Grant	  received	  from	  Denmark	  in	  proportion	  to	  the	  benefits.	  However,	  these	  are	  only	  direct	  income,	  and	  not	  personal	  taxes	  and	  other	  indirect	  income	  received	  from	  Extraction.	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According	   to	   Auty,	   Sachs	   and	   warner,	   Glyson	   and	   many	   other	   scholar,	   there	   is	   a	   negative	  relationship	   between	   rich	   in	   natural	   endowment	   and	   economic	   growth.	   That	   means,	   the	  countries	  which	  are	  rich	   in	  natural	  resources	  most	  of	   the	  case	  they	  are	  experiencing	  a	  slow	  economic	   growth	   compare	   to	   the	   poor	   natural	   resource	   countries.	   According	   to	   them,	  economy	   based	   on	   natural	   resource	   can	   be	   affected	   by	   the	   Dutch	   disease	   which	   normally	  happen	  when	  a	  country	  experience	  a	  sudden	  increase	  in	  their	  national	  revenue.	  They	  also	  said	  that	  when	   a	   economy	   is	  mostly	   depending	   on	   natural	   resource	   then	   ‘price	   volatility’	   has	   a	  huge	   impact	   in	   their	   economic	   growth	   because	   of	   fluctuation	   of	   the	   mineral	   prices	   in	   the	  world	  market.	  And	  finally	  when	  they	  reinvest	  the	  resource	  revenue	  they	  forget	  to	  invest	  it	  to	  the	  education	  sector	  in	  the	  booming	  period	  for	  making	  a	  better	  institutional	  capacity.	  That’s	  why	  sometimes	  natural	  resource	  has	  been	  becoming	  a	  curse	  instead	  of	  blessing.	  	  	  Through	  interviews	  with	  key	  informants,	  this	  research	  will	  uncover	  the	  strategies	  being	  used	  to	  ensure	  sustainable	  development,	  specifically	  through	  IBA	  negotiations	  and	  Råstoffund.	  The	  interviewees	  have	  been	  chosen,	   as	   they	  are	  key	  players	   in	   the	  negotiations	  and	  Råstoffund.	  	  IBAs	  are	  used	  before	  and	  during	  the	  extraction	  phase	  of	  a	  mine	  and	  Råstoffund	  will	  be	  created	  from	  the	  profit	  of	  the	  mineral	  industry,	  however	  to	  ensure	  sustainable	  development.	  
Problem	  formulation	  	  To	  ensure	  sustainable	  economic	  development,	  the	  Greenland	  Government	  has	  introduced	  Impact	  Benefit	  Agreements	  and	  Råstoffund,	  how	  can	  Impact	  Benefit	  Agreements	  and	  Råstoffund	  be	  used	  to	  ensure	  sustainable	  economic	  development?	  
Research	  Questions	  -­‐ What	  are	  the	  challenges	  for	  the	  Greenlandic	  economy	  to	  gain	  sustainable	  economic	  development?	  -­‐ What	  is	  the	  IBA	  approach	  of	  Greenland	  and	  will	  it	  create	  the	  desired	  results?	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  -­‐ How	  is	  the	  Råstoffund	  going	  to	  be	  utilized	  by	  the	  Government	  to	  ensure	  sustainable	  economic	  growth?	  	  	  
Relevance	  of	  the	  research:	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The	   research	  will	   gather	   knowledge	   of	   the	   strong	   relationship	   that	   exists	   between	  mineral	  extraction	  and	  development/underdevelopment.	  It	  discusses	  Greenland’s	  relative	  prosperity	  and	   good	  governance	   accomplishment	   yet	   focuses	   the	  ultimate	   test	   facing	   the	   country	   as	   it	  prepares	   to	  become	  an	  mineral	   industry	  based	  economy.	  The	   importance	  of	  bringing	  home	  the	  related	  challenges	  Greenland	  is	  like	  to	  encounter	  as	  mineral	  producing	  economy	  and	  the	  prospects	   available	   for	   managing	   it	   well	   makes	   this	   research	   more	   urgent.	   It	   makes	  recommendation	   for	   government	   of	   Greenland	   on	   the	   best	   policy	   practice	   to	   overcome	   the	  resource	  curse.	  	  It	   also	   propose	   policy	   alternative	   that	   will	   enhance	   the	   country’s	   policy	   environment	   and	  debate	   as	   the	   nation	   designs	   a	   policy	   framework	   to	   guide	   the	   mineral	   industry.	   It	   will	  contribute	   to	   the	   existing	   literature	   on	   the	   resource	   curse.	   The	   project	   will	   however	   be	   a	  hybrid	  of	  academic	  and	  policy	  study	  and	  will	  greatly	  benefit	  development	  practitioners	  and	  students	  of	  public	  policy	  and	  political	  economy.	  	  	  
Methodological	  Chapter:	  	  	  
Method	  of	  analysis:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Our	  methodology	  is	  developed	  around	  the	  PESTLE	  framework	  whose	  conceptual	  foundation	  is	   based	   on	   analysing	   the	   structures	   of	   the	   economy.	   The	   environmental	   structures	   in	   the	  PESTLE	   framework	   are	   visualized	   within	   the	   context	   of	   the	   political	   and/or	   legal	  environment,	   social	   and	   economic	   forces	   as	   well	   as	   the	   technological/institutional	  environment.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  The	  study	  on	  Greenlandic	  economic	  performance	  and	  potential	   investment	   is	   to	  understand	  the	  overall	  economy.	  This	  project	  focuses	  on	  the	  broad	  economic,	  legal	  and	  political	  and	  social	  factors	   in	   the	   Greenlandic	   economy.	   Information	   collected	   from	   different	   sources	   and	   role	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players	   including	   private	   sector	   agents,	   civil	   society	   organizations,	   and	   the	   government.	   To	  get	  an	  insight	  and	  some	  understanding	  of	  the	  country’s	  economy,	  two	  approaches	  were	  used:	  	  	  (i)	  A	  wide	   review	  of	   available	   literature	   and	  data	  on	   the	   country	   is	   presented.	  As	   such,	   the	  study	  makes	   use	   of	   existing	   secondary	   data	   from	   the	   public	   domain,	   internet	   sources,	   but	  more	  significantly	  from	  government	  and	  non-­‐governmental	  actors	  who	  are	  engaged	  in	  in	  this	  field.	  	  	  (ii)	   An	   engagement	   in	   form	   of	   telephone	   interview	   and	   questionnaire	   interviews	   with	   key	  stakeholders	   in	   government	   and	   nongovernment	   sector,	   have	   given	   us	   some	   important	  information	  that	  added	  additional	  value	  to	  this	  project.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  The	  methodology	  is	  aimed	  to	  recognize	  strengths,	  capabilities	  and	  strategies	  of	  the	  country.	  	  Then	  we	  apply	  the	  resource	  curse	  theory	  for	  analyzing	  the	  data	  and	  making	  the	  guideline	  for	  the	   future	   Greenland.	   Because	   our	   group	   believe	   that	   without	   escaping	   from	   the	   resource	  curse	   Greenland	   could	   never	   have	   a	   sustainable	   economic	   growth	   in	   their	   country	   since	  Greenland	  is	  resource	  rich	  country.	  	  
Data	  collection:	  	  We	  have	  use	  the	  qualitative	  data	  for	  our	  analysing.	  Most	  of	  the	  data	  that	  we	  have	  used	  in	  our	  is	  collected	  from	  the	  secondary	  sources	  such	  as	  Internet,	  books,	  articles	  and	  from	  some	  other	  research	  paper.	  We	  have	  also	  done	  three	  interviews	  of	  three	  important	  personnel	  both	  from	  government	  and	  no	  government	  sector.	  Because,	  	  "The	  qualitative	  research	  interview	  seeks	  to	  describe	  and	  the	  meanings	  of	  central	  themes	  in	  the	  
life	  of	  the	  subjects.	  The	  main	  task	  in	  interviewing	  is	  to	  understand	  the	  meaning	  of	  what	  the	  
interviewee	  say"	  -­‐	  Steinar	  Kvale	  (1996)	  Interview	  as	  a	  method	  for	  Qualitative	  research	  has	  been	  chosen	  due	  to	  the	  lack	  of	  empirical	  data	  available	  on	  IBAs	  in	  Greenland,	  especially	  on	  the	  Large-­‐scale	  projects.	  	  The	  interview	  will	  be	  structured	  as	  an	  Informal,	  Conversational	  interview,	  with	  the	  aim	  of	  learning	  the	  IBA	  strategy	  and	  IBA	  expectations.	  The	  interviewees	  will	  be	  the	  Key-­‐Informants	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that	  are	  working	  directly	  with	  the	  IBAs	  within	  the	  Greenlandic	  Government	  and	  the	  Municipality	  of	  Sermersooq	  with	  regards	  to	  the	  London	  Mining,	  as	  this	  is	  the	  only	  projects	  where	  the	  IBAs	  negotiations	  are	  on-­‐going.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
Selection	  of	  the	  theory:	  	  The	   ‘resource	   curse’	   was	   first	   used	   by	   Auty	   (1993)	   to	   describe	   why	   some	   resource	   rich	  countries	  failed	  to	  gain	  a	  sustainable	  economic	  growth	  where	  the	  resource	  poor	  countries	  are	  quite	  successful	   to	  maintain	  a	  good	  economic	  growth.	  His	  study,	  however,	  gains	  admiration	  among	   scholars.	   Though	   his	   study	   is	   popular,	   his	   concept	   is	   not	   a	   proven	   phenomenon	  (Wright,2004	   and	   Alexeev,2008)	   and	   remain	   contestable	   within	   the	   academic	   literature.	  That’s	  why	  the	  theoretical	  debate	  consideration	  is	  divided	  into	  two	  main	  part-­‐	  	  	  1.	  Economic	  interpretation	  and	  	  2.	  Politico-­‐institutional	  approach.	  	  In	  our	  project,	  we	  are	  going	  to	  survey	  the	  theoretical	  constituents	  within	  the	  resource	  curse	  and	   give	   more	   importance	   on	   politico-­‐	   institutional	   analysis.	   Under	   this	   agenda,	   the	  institutionalist	   schools	   propose	   that	   ‘’	   quality	   institutions	   interact	  with	   resource	   produce	   a	  blessing’’(Karl	  :1997).	  And	  in	  our	  project	  we	  will	  also	  trying	  to	  prove	  that.	  However,	  it	  (at	  the	  same	   time)	   opposing	   some	   other	   schools	   thoughts	  which	   defuses	   the	   role	   of	   institution	   in	  resource	  curse(Sachs	  and	  Warner,	  2000)	  and,	  as	  well,	  those	  who	  views	  quality	  institutions	  as	  negatively	  affected	  by	  resource(Collier	  and	  Hoeffler,	  2004	  and	  Ross,	  2001b).	  	  Our	  group	  argues	  that	  the	  economic	  ontological	  interpretation	  of	  the	  resource	  curse	  is	  limited	  in	   its	  clarifying	  force.	  Because,	   it	  put	   little	  attention	  on	  politico-­‐	   institutional	  analysis	  that	   is	  central	  place	  where	  the	  resource	  curse	  could	  be	  explained	  properly.	  The	  research,	  that’s	  why,	  aim	  to	  explain	  this	  slippage	  through	  the	  prospect	  of	  Greenlandic	  mining	  industry.	  	  
	   10	  
Moreover,	  the	  simplicity	  of	  the	  model’s	  result	  is	  problematic	  and	  misleading.	  This	  is	  evident	  in	  the	   time	   bound	   and	  methodological	   limitation	   of	   the	   research.	   Yet,	   apostle	   of	   the	   resource	  curse	  advocates	  a	  universal	  identity	  with	  strong	  empirical	  evidence	  to	  support	  the	  assertion	  that	   a	   causal	   relationship	   exists	   between	   natural	   resource	   and	   underdevelopment.	   On	   the	  contrary,	   there	   is	   compelling	   empirical	   evidence	   of	   natural	   resources	   leading	   to	  industrialization	  and	  economic	  boom.	  This	  is	  neatly	  captured	  by	  Maloney(2002)	  who	  argues	  that	  ‘’…there	  is	  little	  long	  term	  evidence	  that	  natural	  resources	  abundant	  countries	  generally	  underperform…natural	   resources	   have	   played	   an	   integral	   role	   in	   the	   success	   of	   many	  successfully	  industrialized	  countries’’(Maloney,	  2002:1)	  	  Indeed,	   such	   a	   windfall	   after	   the	   hydrocarbon	   wealth,	   and	   especially	   since	   1999	   will	   not	  encourage	  the	  owner	  status	  of	  these	  resources	  to	  implement	  a	  significant	  taxation.6	  This	  will	  reduce	  civil	  liberties	  (accountability	  to	  citizens).	  And	  economic	  diversification	  will	  be	  ignored	  or	  delayed	  due	   to	   the	  high	  profitability	  of	   temporary	   limited	  natural	   resources.	  Funding	   for	  major	  public	  projects	  with	  a	  substantial	  workforce	  will	  be	  encouraged	  (eg	  large	  projects	  that	  are	   implemented	   in	   Algeria	   on	   behalf	   of	   the	   five-­‐year	   program	   2004-­‐2009).7	  The	   problem	  with	  such	  projects	  is	  that	  they	  are	  mostly	  poorly	  managed	  or	  poorly	  planed	  for	  investing	  and	  rarely	  achieve	  their	  objectives.	  This	  will	  lead	  to	  mismanagement	  of	  this	  windfall.	  	  Another	  interesting	  way	  to	  define	  this	  resource	  curse	  is	  to	  say,	  "an	  activity	  after	  the	  wealth	  of	  natural	  resources	  such	  as	  the	  extraction	  of	  these	  resources	  may	  affect	  some	  activities,	  and	  if	  they	   are	   important	   for	   growth	   (eg	   the	   education,	   manufacturing	   for	   export	   and	  implementation	  of	  government	  policies),	  then	  these	  natural	  resources	  can	  hinder	  growth.	  "8	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  6	  Ricardo Hausman, Roberto Rigobon, An alternative interpretation of “the resource curse: theory and policy 
implication’’,NBER Working Paper Series 9424, December 2002.	  7	  Richard M. Auty (2001), ‘’Sustaining Development in Mineral Economies: The Resource Curse Thesis’’; New York. 
P-17 8	  Richard M. Auty (2001), ‘’Sustaining Development in Mineral Economies: The Resource Curse Thesis’’; New York. 
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Theory	  chapter	  	  In	   this	   chapter,	   the	   theories	  used	   in	   the	  project	  will	  be	  explained.	  As	   the	   field	  of	  Extraction	  industry	   is	   new	   in	   the	   projects	   subject	   area,	  most	   of	   the	   research	  will	   be	   based	   on	   similar	  experiences	  from	  countries	  that	  have	  developed	  extraction	  industry	  in	  similar	  manner.	  Most	  notably	   Canada	   and	   Norway.	   However,	   one	   of	   the	   foremost	   experts	   on	   Impact	   Benefit	  Agreements	  is	  an	  Australian	  researcher	  O’Faircheallaigh,	  who	  has	  also	  done	  his	  work	  on	  the	  Australian	  aboriginals	  experience	  with	  extraction	  industry.	  Here,	  in	  this	  chapter,	  we	  are	  going	  to	  examine	  the	  literature	  on	  the	  resource	  curse.	  We	  review	  the	  current	  knowledge	  and	  debate	  within	   the	   thesis	   drawing	   on	   divergent	   and	   convergent	   views	   and	   addressing	   gaps	   and	  slippage.	  It	  reveals	  that	  the	  resource	  curse	  submits	  a	  new	  aspect	  to	  understand	  how	  resource-­‐	  abuse	  leads	  to	  underdevelopment.	  This	  adds	  to	  the	  conventional	  knowledge	  in	  development	  economies	   and	  political	   –economy.	   It	   however	  pinpoints	   the	   controversies	   surrounding	   the	  empirical	  evidence	  of	  the	  resource	  curse	  and	  the	  confronts	  in	  arriving	  at	  a	  common	  cause.	  It	  questions	  the	  model’s	  generalization,	  argues	  for	  a	  case	  specific	  approach.	  	  What	   has	   been	   called	   from	   "natural	   resource	   curse"	   or	   "Curse	   of	   Natural	   Resources"	   has	  resulted	  in	  attention	  from	  the	  economic	  literature	  (see	  Gylfason	  (1999,	  2000),	  Richard	  M	  Auty	  (2004)	  ...	  etc..).	  But	  how	  can	  we	  define	  the	  resource	  curse?	  "The	  resource	  curse	  is	  an	  economic	  concept,	   against	   intuitively	   shows	   that	   the	   abundance	   of	   natural	   resources	  may	   encourage	  internal	  political	  corruption,	  under-­‐investment	  in	  the	  domestic	  human	  capital	  and	  a	  decline	  in	  the	   competitiveness	   of	   other	   economic	   sectors	   that	   may	   ultimately	   affect	   the	   growth	  prospects	   of	   the	   supposed	   beneficiary	   Nation	   resource	   wealth.	   "9	  This	   concept	   is	   usually	  applied	  to	  the	  rich	  (in	  resource)	  countries	  of	  Africa,	  Latin	  America	  and	  the	  Middle	  East	  who	  could	  not	  realize	  their	  apparent	  potential	  economic	  resources.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  9	  Richard M. Auty (2001), ‘’Sustaining Development in Mineral Economies: The Resource Curse Thesis’’; New York. 
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Part	  one-­‐	  
Impact	  Benefit	  Agreements	  (IBA)	  	  
Introduction	  This	  section	  explains	  the	  method	  of	  how	  the	  Greenlandic	  IBA	  approach	  will	  be	  analysed	  based	  on	  the	  "IBA	  community	  toolkit".	  The	  problem	  area	  defined	  sustainable	  economic	  development	  as	  lower	  unemployment	  rates	  and	  higher	  education	  rates,	  so	  the	  analysis	  will	  measure	  the	  expected	  results	  of	  the	  Greenlandic	  strategy	  against	  the	  Canadian	  experience.	  The	  problem	  area	  also	  states	  the	  importance	  of	  community	  involvement	  in	  insuring	  a	  successful	  IBA,	  and	  this	  section	  will	  outline	  the	  method	  for	  a	  successful	  community	  involvement	  stipulated	  in	  the	  "IBA	  community	  Toolkit".	  	  
IBA	  method	  Ginger	  Gibson	  (Macdonald)	  co-­‐authored	  the	  IBA	  Community	  Toolkit:	  Negotiation	  and	  Implementation	  of	  Impact	  and	  Benefit	  Agreements	  while	  she	  was	  Adjunct	  Professor	  at	  the	  University	  of	  British	  Columbia	  in	  Mining	  Engineering,	  currently	  she	  is	  part	  of	  the	  "Fireflight	  Group",	  where	  she	  focuses	  on	  negotiation,	  consultation	  and	  the	  implementation	  of	  agreements	  with	  corporations	  and	  communities.10	  Ciaran	  O’Faircheallaigh	  is	  a	  professor	  at	  Griffith	  Business	  School,	  where	  he	  is	  the	  director	  of	  the	  Centre	  for	  Governance	  and	  Public	  Policy's	  Program	  on	  Indigenous	  and	  environment	  governance	  and	  capacity.	  For	  two	  decades	  he	  has	  been	  working	  as	  advisor	  or	  negotiator	  for	  many	  Australian	  indigenous	  peoples	  and	  has	  work	  extensively	  with	  indigenous	  and	  communities	  in	  creating	  agreements	  with	  large	  oil	  and	  mineral	  companies.11	  	  	  He	  has	  together	  with	  Ginger	  Gibson	  published	  "IBA	  a	  community	  toolkit"	  (The	  Toolkit),	  that	  is	  a	  free	  resource	  for	  First	  Nation,	  Inuit	  and	  Metis	  considering	  IBAs,	  however	  it	  has	  been	  created	  with	  the	  Canadian	  communities	  in	  mind.12	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  10	  http://thefirelightgroup.com/directors/ginger-­‐gibson-­‐macdonald/	  11	  http://www.griffith.edu.au/business-­‐government/centre-­‐governance-­‐public-­‐policy/staff/professor-­‐ciaran-­‐ofaircheallaigh	  12	  http://www.ibacommunitytoolkit.ca	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The	  success	  of	  an	  IBA	  can	  be	  boiled	  down	  to	  three	  points,	  that	  all	  cover	  a	  wide	  range	  of	  issues.	  	  The	  points	  are:	  	  
• Pre-­‐negotiation	  preparation	  
• Types	  of	  demands	  and	  requirements	  
• Communication	  
Pre-­‐negotiation	  preparation	  Interest	  mapping	  (also	  known	  as	  stakeholder	  interest)	  is	  when	  the	  scope	  of	  the	  project	  is	  outlined	  and	  all	  possible	  job	  opportunities	  are	  outlined	  as	  well	  as	  the	  stages	  of	  the	  project.	  It	  is	  the	  purpose	  to	  identify	  the	  range	  of	  groups	  that	  will	  be	  affected	  by	  the	  project.	  It	  is	  demonstrated	  below	  by	  figure	  1.	  	  	  
	  Figure	  1.	  p.61"IBA	  Community	  Toolkit"	  -­‐	  Ginger	  Gibson	  and	  Ciaran	  O'Faircheallaigh	  	  Interests	  mapping	  should	  discover	  any	  and	  all	  groups	  that	  may	  be	  affected	  by	  a	  proposed	  project,	  and	  these	  groups	  should	  be	  heard	  and	  discovered	  if	  they	  would	  need	  any	  mitigation	  or	  receive	  benefits	  from	  the	  project.	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Types	  of	  demands	  and	  requirements	  	  Companies	  often	  oppose	  employment	  targets,	  as	  they	  can	  be	  difficult	  to	  reach	  due	  to	  low	  availability	  of	  qualified	  workforce	  in	  the	  required	  quantity.	  It	  may	  cause	  companies	  to	  focus	  on	  easily	  attainable	  targets	  and	  on	  low-­‐level	  and	  unskilled	  employment.	  However	  experiences	  in	  Canada	  shows,	  that	  despite	  these	  risks,	  it	  has	  been	  used	  to	  great	  effect.	  For	  example,	  more	  than	  30%	  of	  the	  workforce	  is	  local	  workforce	  in	  the	  North	  West	  Territories	  diamond	  mines.	  Only	  10	  years	  prior	  gold	  mines	  in	  the	  area	  had	  very	  low	  employment	  rates	  of	  local	  workforce.13	  However	  targets	  must	  also	  be	  met	  with	  requirements	  of	  training/education,	  that	  can	  create	  advancement	  opportunities,	  to	  ensure	  retention	  of	  the	  workforce,	  failing	  to	  do	  so	  may	  result	  in	  high	  turnover	  of	  locals.	  Ensuring	  training/education	  and	  advancement	  opportunities	  will	  increase	  the	  likelihood	  of	  heightening	  of	  the	  education	  level,	  as	  it	  has	  at	  Voisey’s	  Bay	  where	  a	  company's	  employment	  officer	  develops	  training	  programmes	  that	  makes	  it	  possible	  for	  locals	  to	  advance	  in	  the	  company.14	  	  	  
Communication	  Different	  communication	  strategies	  may	  be	  used	  during	  the	  entire	  process	  of	  negotiation	  en	  pre-­‐negotiation	  preparations.	  However	  the	  main	  reason	  for	  communication	  is	  to	  ensure	  community	  unity	  during	  the	  negotiation	  itself.	  Communication	  between	  the	  stakeholders	  will	  ensure	  coordination	  of	  demands	  and	  requirements	  and	  communication	  between	  negotiation	  team	  and	  community	  will	  ensure	  support	  and	  encourage	  community	  input,	  which	  could	  result	  in	  better	  understanding	  of	  community	  concerns	  and	  aspirations.	  Though	  community	  involvement	  is	  important	  at	  the	  later	  stages	  of	  negotiation	  it	  may	  be	  relevant	  to	  control	  the	  information	  more	  tightly,	  as	  to	  ensure	  strategic	  and	  tactical	  advantages	  when	  negotiating	  with	  the	  company.15	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  13	  "IBA	  Community	  Toolkit"	  -­‐	  Ginger	  Gibson	  and	  Ciaran	  O'Faircheallaigh	  p.145	  14	  "IBA	  Community	  Toolkit"	  -­‐	  Ginger	  Gibson	  and	  Ciaran	  O'Faircheallaigh	  p.148	  15	  ibid	  p.	  92	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Part	  two-­‐	  
Resource	  curse	  theory:	  	  
Introduction:	  	  Here,	  in	  this	  chapter,	  we	  are	  going	  to	  examine	  the	  literature	  on	  the	  resource	  curse.	  We	  review	  the	   current	   knowledge	   and	   debate	  within	   the	   thesis	   drawing	   on	   divergent	   and	   convergent	  views	   and	   addressing	   gaps	   and	   slippage.	   It	   reveals	   that	   the	   resource	   curse	   submits	   a	   new	  aspect	   to	   understand	   how	   resource-­‐	   abuse	   leads	   to	   underdevelopment.	   This	   adds	   to	   the	  conventional	   knowledge	   in	   development	   economies	   and	   political	   –economy.	   It	   however	  pinpoints	  the	  controversies	  surrounding	  the	  empirical	  evidence	  of	  the	  resource	  curse	  and	  the	  confronts	  in	  arriving	  at	  a	  common	  cause.	  It	  questions	  the	  model’s	  generalization,	  argues	  for	  a	  case	  specific	  approach.	  	  What	   has	   been	   called	   from	   "natural	   resource	   curse"	   or	   "Curse	   of	   Natural	   Resources"	   has	  resulted	  in	  attention	  from	  the	  economic	  literature	  (see	  Gylfason	  (1999,	  2000),	  Richard	  M	  Auty	  (2004)	  ...	  etc..).	  But	  how	  can	  we	  define	  the	  resource	  curse?	  "The	  resource	  curse	  is	  an	  economic	  concept,	   against	   intuitively	   shows	   that	   the	   abundance	   of	   natural	   resources	  may	   encourage	  internal	   political	   corruption(or	   policy	   failure),	   under-­‐investment	   in	   the	   domestic	   human	  capital	   and	   a	   decline	   in	   the	   competitiveness	   of	   other	   economic	   sectors	   that	  may	   ultimately	  affect	   the	   growth	   prospects	   of	   the	   supposed	   beneficiary	   Nation	   resource	   wealth.	   "16	  This	  concept	  is	  usually	  applied	  to	  the	  rich	  (in	  resource)	  countries	  of	  Africa,	  Latin	  America	  and	  the	  Middle	  East	  who	  could	  not	  realize	  their	  apparent	  potential	  economic	  resources.	  	  	  
1.	  Economic	  interpretation:	  	  Rendering	   to	   the	   economic	   school’s	   thought,	   mineral/	   natural	   resource	   lead	   to	   poor	   GDP	  performance.	   Auty	   says	   in	   his	   book	   Resource	   Abundance	   and	   economic	   Development	   ‘’	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  16	  Richard M. Auty (2001), ‘’Sustaining Development in Mineral Economies: The Resource Curse Thesis’’; New York. 
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...between	  1960	  and	  1990,	   the	  per	   capita	   income	  of	   resource	  poor	   countries	   grew	  between	  two	  to	  three	  times	  faster	  than	  those	  the	  resource	  abundant	  countries’’.17	  Glyson	  (2001)	  also	  agree	  with	  Auty	  and	  he	  also	  observed	  the	  same	  thing	  among	  the	  oil	  and	  petroleum	  exporting	  countries.	  Their	  outcome	  strongly	  supports	  the	  declaration	  of	  resource	  contribution	  to	  poor	  GDP	  performance.	  Here	  we	  argue	  that	  the	  result	  is	  less	  vigorous	  than	  has	  been	  declared	  and	  also	  incomplete.	  It	  moderately	  explains	  why	  those	  economies	  find	  themselves	  in	  that	  position	  and	  ignore	  other	  key	  clarifying	  variables.	  	  	  	  However,	   Sachs	   and	   Warner	   also	   claim	   in	   their	   thesis-­‐	   Natural	   resource	   abundance	   and	  economic	  growth	  that	  there	  is	  a	  negative	  relation	  between	  the	  natural	  resource	  abundant	  and	  GDP	  growth.	   In	   their	  work	   they	   sampled	  95	   resource	   rich	  developing	   country	   and	   resulted	  that	  ’’…the	   curse	   of	   natural	   resources	   is	   a	   demonstrate	   empirical	   fact	   even	   after	   controlling	   for	  trends	  in	  commodity	  price…almost	  without	  exception,	  the	  resource-­‐abundant	  countries	  have	  stagnated	   in	   economic	   growth	   since	   the	   early	   1970s.	   inspiring	   the	   term	   ‘curse	   of	   natural	  resource’’	  18.	  	  Their	  claimed	  also	  suffer	  from	  many	  problems.	  Firstly,	  it	  is	  perceptive	  to	  the	  chosen	  period	  of	  time	  because	  there	  is	  a	  time	  bound	  and	  it	  does	  not	  tell	  the	  true	  story	  of	  the	  economy	  of	  these	  countries	   before	   1970s.	   it	   is	   obvious	   that	   resource-­‐endowment	   countries	  were	   performing	  better	  than	  resource	  poor	  countries	  before	  the	  1970s(Auty,2001a;	  and	  steven,2003).	  Another	  consideration	  is	  how	  resource	  endowed	  developing	  countries	  performed	  before	  and	  after	  the	  oil	  crisis	  in	  the	  1970s,	  they	  should	  keep	  this	  perspective	  in	  their	  research.	  	  In	  the	  second	  place,	  it	  is	  apprehensive	  with	  statistical	  and	  methodological	  bias.	  The	  cases	  they	  have	  chosen	  in	  their	  research	  were	  bias.	  They	  have	  chosen	  the	  resource	  rich	  countries	  of	  the	  south	   against	   the	   resource	   rich	   countries	   of	   the	   north	  when	   they	   comparing	   the	   economic	  performance	  of	  countries.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  17	  Richard	  M.	  Auty(2001,a),	  Resource	  Abundance	  and	  economic	  Development;	  Oxford	  University	  press.	  p 	  18	  Sachs,	  J.	  D.,	  Warner,A.M.,(1995).	  ’’Natural	  Ressource	  Abundance	  and	  Economic	  Growth’’,	  Ntional	  Bureau	  of	  Economic	  Research;	  Working	  paper	  5398	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a.	  The	  Dutch	  or	  Dutch	  Disease	  Syndrome	  	  This	  is	  one	  of	  the	  transmission	  channels	  of	  the	  resource	  curse	  that	  has	  been	  developed	  from	  the	  mid-­‐70s	  during	  the	  debate	  on	  the	  issue	  that	  could	  meet	  the	  UK	  following	  the	  discovery	  of	  oil	   at	   sea	  North.	   This	   strange	  phenomenon	   that	   characterized	   the	  Dutch	   economy	   after	   the	  first	  oil	  shock	  can	  be	  defined	  in	  its	  most	  common	  form	  as	  a	  result	  of	  the	  fact	  that	  based	  on	  the	  natural	   resources	   industries	   create	  higher	   real	   exchange	   rates	   and	  pay	  higher	   salaries	   than	  other	  industries,	  creating	  a	  favorable	  bias	  in	  consumption	  and	  imports	  but	  also	  unfavorable	  to	  export	  all	  this	  will	  discourage	  manufacturing	  and	  other	  non-­‐primary	  export	  industries.	  	  The	  shrinkage	  of	  the	  manufacturing	  industry	  tn	  the	  advent	  of	  oil	  and	  gas	  recovery	  in	  what	  has	  become	  popularly	  known	  as	  Dutch	  Disease19	  has	  become	  a	  explanatory	  factor	  in	  the	  resource	  curse.	   Hirschman(1958)	   argues	   that	   manufacturing	   sector	   creates	   ‘forward	   and	   backward	  linkage’	   and	   facilitates	   ‘learning	   by	   doing’	   externalities(Matsuyama,1992)	   as	   opposed	   to	  natural	  resources	  lacks	  positive	  externalities.	  This	  generates	  contraction	  in	  the	  former	  sector	  which	   decreases	   profitability,	   high	   inflation	   rate,	   and	   currency	   appreciation(stevens,	  2003:13).	   It	   becomes	   more	   problematic	   in	   environment	   where	   neo-­‐clasical	   competitive	  market	  conditions	  are	  absent(Sachs	  and	  Warner,	  1995,	  1999	  and	  Auty,	  1994).	  	  It	  is	  however	  difficult	  to	  make	  out	  exact	  nature	  of	  Dutch	  disease	  from	  other	  extraneous	  factors	  as	  drought,	   famine	  and	  aid	   inflows.	  Auty(1994)	  opined	  that	  evidence	  is	  scarce	  to	  prove	  that	  strong	  manufacturing	  industry	  will	  have	  positive	  impact	  on	  the	  whole	  economy.	  Stijins(2001)	  buttress	  this	  assertion	  that	  statistical	  evidence	  are	  weak	  in	  relation	  to	  decline	  manufacturing	  sector	   negatively	   affecting	   growth	   and	   learning	   by	   doing.	   I	   argue	   that	   most	   developing	  countries	  already	  posses	  a	  weaker	  agriculture	  sector	  and	  the	  non-­‐oil	  sectors	  are	  constrain	  not	  only	   by	   natural	   resources	   but	   lack	   of	   technology	   and	   natural	   disaster.	   In	   sum	   the	   Dutch	  disease	  is	  limited	  in	  its	  explanatory	  force.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  19	  Sachs,	  J.	  D.,	  Warner,A.M.,(1995).	  ’’Natural	  Ressource	  Abundance	  and	  Economic	  Growth’’,	  Ntional	  Bureau	  of	  Economic	  Research;	  Working	  paper	  5398	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Dutch	   Disease	   that	   arises	   when	   productivity	   and	   exports	   shift	   from	   non-­‐resource	   traded	  sector	   to	   the	   resource	   traded	   sector	   as	   a	   result	   of	   discovery	   of	   large	   stores	   of	   mineral	  resources	  such	  as	  oil	  and	  gas	  or	  a	  general	   increase	   in	   their	  price.	  According	  to	  Røed	  Larsen	  (2004),	  the	  Dutch	  disease	  is	  related	  to	  three	  major	  effects.	  Firstly,	  the	  factor	  movement	  effect,	  i.e.	   the	   reallocation	   process	   of	   labor	   and	   capital	   from	   other	   activities	   to	  mineral	   extraction	  industry.	   It	   is	   expected	   that	   in	   this	   procedure	  wages	   are	   bid	   up	   and	   affecting	   the	   tradable	  sector.	   Tradable	   sector	   will	   lose	   competitiveness	   and	   collapse	   at	   the	   end.	   Secondly,	   the	  
spending	  effect	  developing	  from	  increased	  aggregate	  demand	  which	  is	  triggered	  by	  the	  natural	  resource	  industry’s	  revenues.	  If	  the	  economy	  is	  in	  it’s	  limit,	  this	  will	  create	  excess	  demand	  and	  inflation.	  Moreover,	  if	  the	  revenues	  are	  used	  for	  government	  spending,	  the	  currency	  rate	  will	  increase	  and	  the	  competitiveness	  of	  the	  non-­‐resource	  tradable	  sector	  will	  be	  affected.	  Finally,	  
the	  spillover-­‐loss	  effect	  relating	  to	  the	  loss	  of	  positive	  externalities	  associated	  with	  a	  reduced	  manufacturing	  sector.	  	  	  
b.	  Price	  volatility:	  	  	  Price	   of	   the	   natural	   resources	   are	   very	   volatile	   in	   the	   global	   market.	   Because	   resource	  endowed	  economy	  is	  mostly	  depending	  on	  the	  primary	  export.	  The	  government	  has	  a	  trend	  to	  expand	  his	  expenditure	  in	  the	  resource	  booming	  period.	  When	  the	  primary	  commodity	  price	  fall	   in	   the	   global	   market,	   they	   borrowing	   money	   from	   outside	   to	   fill	   the	   budget	   deficit.	  According	   to	   Sachs	   and	   Warner,	   Sub-­‐Saharan	   Africa	   is	   most	   vulnerable	   to	   volatility	   of	  commodity	  prices	  as	  it	  depends	  so	  much	  on	  natural	  resources20.	  	  
	  
2.	  Politico-­‐institutional	  approach:	  	  The	  center	  of	  politico-­‐institutional	   interpretation	  is	  on	  political	  and	  institutional	  nemesis.	   In	  resource	  curse,	  the	  institution	  ,	  Mehlum	  et	  al	  (2002)	  establishes	  a	  strong	  correlation	  between	  quality	  institution	  and	  resource	  blessing.	  It	  is	  unlike	  Sachs	  and	  Warner	  critics	  who	  neutralize	  the	   role	   of	   institution	   in	   the	   resource	   curse	   debate	   	   (Sachs	   and	  Warner,	   2000;	   Glyson	   and	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  20	  http://economics.ouls.ox.ac.uk/14657/1/oxcarrerp200803.pdf	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Zoega,	  2004).	  His	  view	   is	  also	  different	   from	  those	  who	  view	   institution	  as	  an	   intermediary	  links	  (Colliers	  and	  Hoeffler,	  2000:26	  and	  Ross,	  2001).	  Because	  the	  institutional	  optimist	  group	  argue	   that	   institutions	   play	   a	   defining	   role	   independent	   of	   resources	   in	   explaining	   the	  resource	  curse.	  	  This	   school	   argues	   (according	   to	  Mehlum	   et	   al.	   2002)	   that	   the	   institutional	   quality	   and	   its	  deterioration	   is	   not	   necessarily	   a	   function	   of	   resources	   but	   the	   curse	   is	   obvious	   for	   one	  country	   only	   when	   the	   country	   has	   weak	   institutions.	   He	   also	   said	   that	   ‘’institutions	  differentiate	   between	   producer	   friendly	   institution,	  where	   rent	   seeking	   and	   production	   are	  complementary	   activities	   and	   grabber	   friendly	   institutions	   where	   rent	   seeking	   and	  production	   are	   competing	   activities’’(Mehlum	   et	   al,	   2002:1).	   From	   the	   above	   statement	  we	  can	   assumes	   that	   rent-­‐	   seeking	   is	   unsurprisingly	   in	   the	   event	   of	   natural	   resources	   but	  institution’s	   quality	   of	   the	   state	   regulate	   the	   consequence	   of	   this	   harmful	   activity	   on	   the	  economy.(done)	  	  Institutional	  pessimists	  however	  postulate	  that	  institutions	  play	  an	  intermediary	  role	  and	  are	  negatively	  affected	  by	  resources.	  Apostles	  of	   this	  school	  argue	  that	  resources	  can	  break	  and	  build	  institutions	  and	  in	  most	  cases	  destroy	  institutions.	  Colliers	  and	  Hoeffæer,(2000)	  argue	  that	   ‘’	   the	   extent	   of	   primary	   commodity	   export	   is	   the	   largest	   single	   influence	   in	   the	   risk	   of	  conflict’’(Colliers	   and	   Hoeffæer,2000:26).	   Resources	   create	   room	   for	   rent	   seeking,	   which	  divert	   revenue	   from	   national	   development	   program	   to	   selfish	   and	   parochial	   interest.	   This	  leads	  to	  underdevelopment,	  insecurity	  and	  turns	  resources	  from	  ‘blessings’	  to	  ‘curse’.	  	  	  	  
	  A.	  The	  failure	  of	  the	  chosen	  economic	  policies:	  	  To	   explain	   this	   phenomenon,	   we	   will	   give	   an	   example	   of	   a	   country,	   which	   is	   rich	   in	  hydrocarbons,	   Algeria.21	  This	   country	   has	   had	   since	   the	   early	   70s	   important	   oil	   revenue	  he	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  21	  Richard M. Auty (2001), ‘’Sustaining Development in Mineral Economies: The Resource Curse Thesis’’; New York. 
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used	   to	  develop	  a	   strategy	   industrializing	   industry.	  This	   strategy	   is	   trying	   to	   encourage	   the	  growth	  of	  large	  domestic	  investment	  projects.	  But	  the	  problem	  in	  this	  case	  is	  that	  this	  excess	  spending	  and	  domestic	  investment	  are	  higher	  than	  the	  actual	  needs	  of	  the	  country	  will	  cause	  inflation.	  In	  addition,	  if	  such	  countries	  have	  problems	  related	  to	  mismanagement	  of	  resources	  or	  a	  decrease	  in	  oil	  prices,	  for	  example,	  then	  it	  will	  face	  a	  deterioration	  of	  public	  finances	  and	  external	   debt	   will	   reach	   a	   level	   where	   they	   will	   be	   unsustainable.	   This	   deterioration	   of	  macroeconomic	   indicators	   will	   slow	   growth	   because	   of	   the	   resulting	   but	   mainly	   due	   to	  stabilization	  policies	  to	  restore	  macroeconomic	  balances	  uncertainty.	  So,	  we	  will	  stagnate	  and	  eventually	  deterioration	  of	  living	  standards.	  Thus,	   as	   a	   result	   of	   this	  wealth	   of	   natural	   resources,	   the	   necessary	   reforms	  will	   always	   be	  delayed	  not	  only	  because	  of	  the	  energy	  boom	  delaying	  the	  date	  of	  these	  reforms	  (because	  they	  are	   socially	   costly)	  but	  also	  because	  of	   the	   interest	  groups	   that	  are	  politically	  powerful	  will	  resist	  reforms	  that	  are	  against	  their	  interests.	  	  	  
B.	  Channel	  education:	  	  	  Educational	  channel	  or	  human	  capital	  through	  which	  natural	  resource	  wealth	  can	  slow	  down	  economic	  growth.	  Indeed,	  the	  production	  of	  raw	  materials	  typically	  requires	  less	  skilled	  labor	  than	  manufacturing,	  services	  or	  production	  for	  export,	  and	  moreover	  it	  is	  less	  versatile.	  And	  empirical	  evidence	  suggests	  that	  the	  level	  of	  school	  enrollment	  is	  negatively	  correlated	  with	  the	  wealth	   of	   natural	   resources	   and	   positively	   correlated	  with	   economic	   growth	   (Gylfason,	  Herbertson	  and	  Zoega:1999).22	  	  But	   what	   other	   countries	   rich	   in	   natural	   resources	   such	   as	   Algeria,	   the	   importance	   of	   the	  educational	  factor	  is	  recognized,	  as	  shown	  by	  the	  article	  Knack	  and	  Keefer	  (1995)	  and	  this	  is	  due	   to	   the	   socialist	  heritage	  and	   the	   importance	  given	  by	   these	   countries	   in	  human	  capital.	  According	   to	   them,	   there	   is	   an	   indicator	   of	   education,	   which	   is	   the	   rate	   of	   enrollment	   in	  secondary	   education,	   those	   countries	   rich	   in	   natural	   resources	   experiencing	   under-­‐	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  22	  Gylfason Th., July 2000. “Resources, Agriculture and Economic Growth in Economies in Transition”, Journal Of 
Economic Literature. 	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investment	   in	   education	   because	   it	   is	   the	   manna	   of	   resources	   that	   will	   eventually	   have	   a	  negative	  effect	  on	  growth.23	  	  	  	  	  
	  
Conceptualization	  Chapter	  In	  this	  chapter	  the	  state	  of	  Greenlandic	  economy	  will	  be	  explained.	  It	  will	  be	  the	  basis	  of	  the	  analysing	  chapter,	  where	  the	  IBA	  and	  Råstoffund	  will	  be	  analysed.	  	  
State	  of	  the	  Greenland	  Economy	  	  
Sustainable	  economy:	  	  It	  is	  written	  in	  the	  self-­‐governing	  act	  that	  the	  block	  grant	  from	  Denmark	  is	  unchanged	  in	  real	  terms	  but	  that	  the	  Greenlandic	  government	  must	  finance	  tasks	  they	  want	  to	  replace	  from	  the	  Danish	  state.	  To	  achieve	  independences	  the	  Greenlandic	  government	  should	  pay	  for	  these	  tasks	  and	  also	  finance	  an	  amount	  that	  is	  equal	  to	  the	  block	  grant	  they	  receive	  from	  the	  Danish	  state.	  This	  corresponds	  to	  total	  of	  approx.	  3.8	  billion	  kr.	  a	  year	  or	  approx.	  68.000	  per.	  capita.	  A	  reduction	  of	  block	  grants,	  etc.	  will	  in	  itself	  lead	  to	  a	  decrease	  in	  total	  income	  and	  thus	  lower	  standard	  of	  living.	  It	  is	  only	  if	  there	  is	  new	  significant	  development	  in	  the	  private	  sector	  that	  independence	  can	  be	  achieved	  without	  decreasing	  the	  life	  standard	  considerably.	  If	  the	  developments	  of	  private	  activities	  are	  sufficiently	  large,	  the	  total	  income	  could	  rise,	  but	  it	  requires	  a	  great	  effort	  to	  achieve	  a	  sustainable	  economy	  without	  block	  grants.	  	  
Political:	  When	  there	  are	  discussed	  an	  entirely	  new	  business	  sector	  as	  big	  as	  the	  mining	  industry,	  there	  will	  of	  course	  by	  political	  and	  regulatory	  conditions	  in	  the	  market.	  One	  of	  the	  political	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  23	  Richard M. Auty (2001), ‘’Sustaining Development in Mineral Economies: The Resource Curse Thesis’’; New York. 
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initiatives	  made	  in	  this	  situation	  is	  of	  Greenland´s	  most	  populous	  municipality	  Sermersooq.	  They	  have	  developed	  a	  strategy	  for	  the	  municipality´s	  effort	  in	  an	  achievement	  of	  the	  overall	  policy	  objectives	  for	  exploitation	  of	  Greenlandic	  non-­‐living	  resources.	  	  It	  is	  an	  overarching	  policy	  objective	  that	  mining	  activities	  should	  be	  increased	  for	  greater	  employment,	  the	  involvement	  of	  local	  businesses,	  improvement	  of	  labor	  skills	  and	  increased	  socio-­‐economic	  earnings	  	  The	  municipality	  attaches	  great	  importance	  to	  the	  development	  of	  raw	  materials	  both	  in	  exploration	  and	  exploitation	  phase	  will	  there	  be	  an	  open	  and	  environmentally	  responsible	  manner	  with	  the	  involvement	  of	  local	  businesses	  and	  residents.	  This,	  in	  close	  cooperation	  with	  social	  organizations,	  other	  municipalities	  and	  Greenland.	  	  Municipality	  of	  Sermersooq	  want	  to	  be	  an	  active	  part	  in	  cooperation	  with	  companies	  and	  the	  Government	  of	  Greenland	  in	  the	  formulation	  of	  agreements	  on	  the	  implementation	  of	  each	  mining	  projects,	  as	  IBA,	  Impact	  Benefit	  Agreement,	  which	  establishes	  a	  framework	  for	  the	  parties'	  efforts	  such	  as	  education,	  and	  the	  use	  of	  domestic	  companies	  and	  labor	  .	  	  Sermersooq	  also	  prepared	  an	  analysis	  of	  the	  experiences	  of	  exploration	  companies	  have	  gained	  with	  the	  Greenlandic	  companies	  in	  collaboration	  with	  the	  BMP.	  .	  There	  is	  also	  an	  analysis	  of	  the	  local	  companies	  'experiences	  with	  competition	  in	  the	  industry	  and	  companies'	  assessment	  of	  government	  efforts.	  The	  focus	  has	  been	  on	  three	  areas:	  	  1	  Businesses	  2	  Workers	  3	  The	  environment	  and	  population	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  Greenland	  was	  only	  modestly	  affected	  by	  the	  international	  economic	  crisis	  that	  hit	  the	  world	  economy	  in	  200824.	  According	  to	  the	  national	  accounts,	  there	  has	  been	  a	  positive	  economic	  growth	  in	  all	  years	  up	  to	  201125.	  One	  reason	  is	  that	  the	  block	  grant	  from	  Denmark	  is	  a	  stable	  source	  of	  income26	  and	  that	  the	  fishing	  industry	  has	  had	  a	  fairly	  constant	  extent.	  Economic	  growth	  in	  GDP	  is	  estimated	  to	  have	  been	  1.2	  per	  cent	  in	  2010	  and	  5.4	  per	  cent	  in	  201127.	  The	  relatively	  high	  growth	  rate	  in	  2011	  is	  due	  to	  three	  factors.	  First,	  exploratory	  drilling	  for	  oil	  and	  other	  mineral	  activities	  helped	  to	  increase	  the	  overall	  activity28.	  Secondly,	  activity	  remained	  high	  on	  the	  building	  and	  construction	  sector	  in	  Nuuk29.	  Thirdly,	  the	  prices	  of	  fish	  and	  shrimp	  increased	  during	  2010	  and	  2011	  and	  it	  has	  continued	  into	  2012,	  with	  improved	  earnings	  in	  the	  fishing	  and	  seafood	  industry	  to	  follow30.	  Much	  of	  the	  growth	  in	  GDP	  in	  2011	  is	  due	  to	  large	  drilling	  activities	  which	  through	  increased	  tax	  revenues	  benefits	  the	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  24	  http://www.banken.gl/Sites/UserDefined/Banken/Folders/banken_pdf/Nyheder/Ny%20version%20til%20forsiden%20281009.pdf	  25	  Look	  at	  the	  table	  above	  26	  http://sermitsiaq.ag/node/119098	  27	  Look	  at	  the	  table	  above	  28	  http://dk.nanoq.gl/Service/Hoeringsportal/Milj%C3%B8vurderinger/2012/~/media/Naalakkersuisut/Raastof/Hoeringsportal/Udnyttelsestilladelse%20London%20Mining/20120816_SIA_Final_Danish_version_HLR.ashx	  29	  http://sermitsiaq.ag/node/151030	  30	  http://www.knapk.gl/fileadmin/user_upload/Akinik_qulaajaaneq/KNAPK-­‐_2006-­‐2011_-­‐_final-­‐final_20062011.pdf	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whole	  society,	  although	  wages	  only	  limited	  accrue	  to	  the	  Greenlandic	  labor31.	  Drilling	  activities	  are	  carried	  out	  mainly	  by	  imported	  labor	  with	  imported	  equipment.	  	  There	  is	  no	  oil	  drilling	  activities	  in	  2012,	  and	  it	  included	  a	  decrease	  in	  the	  activity32.	  In	  contrast,	  activity	  in	  construction	  activity	  remains	  high.	  Construction	  industry	  is	  among	  other	  sustained	  by	  the	  extraordinary	  additional	  funds	  of	  approx.	  141	  million	  kr.	  which	  was	  given	  in	  the	  fall	  of	  2011	  to	  college	  buildings	  and	  school	  homes.	  Additionally,	  the	  favorable	  price	  trends	  of	  seafood	  continued	  into	  2012,	  and	  it	  lead	  to	  good	  earnings	  in	  the	  fishery.	  The	  outlook	  for	  2013	  depends	  a	  lot	  on	  whether	  there	  again	  are	  any	  oil	  exploration	  wells,	  construction	  of	  mines	  and	  proper	  extraction	  of	  minerals.	  Such	  activities	  may	  provide	  the	  basis	  for	  new	  growth	  and	  increased	  employment,	  but	  if	  for	  different	  reasons	  the	  extractions	  of	  minerals	  are	  exposed	  again,	  they	  are	  likely	  a	  decline	  in	  overall	  economic	  activity.	  In	  this	  context,	  the	  international	  economic	  development	  is	  a	  specific	  risk	  factor.	  If	  the	  European	  debt	  crisis	  leads	  to	  a	  truly	  global	  recession,	  they	  are	  likely	  to	  lower	  the	  raw	  material	  prices	  and	  thus	  less	  investment	  in	  exploitations	  of	  mineral	  resources.	  Unemployment:	  Figure	  2	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  31	  http://dk.nanoq.gl/Service/Hoeringsportal/Milj%C3%B8vurderinger/2012/~/media/Naalakkersuisut/Raastof/Hoeringsportal/Udnyttelsestilladelse%20London%20Mining/20120816_SIA_Final_Danish_version_HLR.ashx	  32	  http://www.maritimedanmark.dk/?Id=13283	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  Source:	  :	  http://europas-­‐lande.dk/dan/lande/Gr%C3%B8nland/Erhverv%20og%20%C3%B8konomi/Arbejde/Sv%C3%A6r/#para_64862	  and	  own	  attribution	  In	  2011,	  there	  were	  28.599	  people	  in	  the	  workforce	  between	  15	  and	  65	  years.	  This	  corresponds	  to	  approx.	  49%	  of	  the	  total	  population	  of	  Greenland.	  The	  rest	  are	  children,	  trainees,	  unemployed,	  pensioners	  or	  people	  who	  are	  unable	  to	  work	  because	  of	  illness	  or	  disability33.	  The	  largest	  workforce	  sector	  is	  the	  public	  administration,	  national	  defense	  and	  social	  welfare	  (which	  includes	  health	  care	  and	  education)	  and	  has	  40.1%	  of	  the	  labor	  force	  in	  Greenland	  in	  2011	  employed.	  Followed	  by	  trade	  and	  repair	  (service	  industries)	  as	  well	  as	  building	  and	  construction	  sector,	  this	  employed	  17.4%	  and	  7.5%	  of	  the	  workforce34.	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  33	  	  http://europas-­‐lande.dk/dan/lande/Gr%C3%B8nland/Erhverv%20og%20%C3%B8konomi/Arbejde/Sv%C3%A6r/#para_64862	  34	  http://europas-­‐lande.dk/dan/lande/Gr%C3%B8nland/Erhverv%20og%20%C3%B8konomi/Arbejde/Sv%C3%A6r/#para_64862	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Figure	  3:
	  Figure	  4:	  
	  The	  current	  unemployment	  statistics	  show	  that	  unemployment	  rate	  is	  on	  the	  rise	  from	  2009.	  Greenland	  Statistics	  calculates	  the	  number	  of	  people	  affected	  by	  unemployment	  in	  January	  2012	  to	  3,767	  persons	  from	  3,292	  persons	  in	  the	  same	  month	  the	  year	  before.	  This	  is	  an	  increase	  of	  475	  persons	  compared	  to	  the	  previous	  year.	  The	  government	  and	  municipalities	  have	  begun	  collaboration	  systematically	  and	  continuously	  to	  determine	  if	  the	  registered	  unemployed	  are	  qualified	  to	  work,	  or	  before	  they	  can	  be	  registered	  as	  unemployed	  they	  have	  to	  go	  through	  a	  process	  before	  they	  can	  be	  referred	  to	  as	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such	  and	  thus	  be	  available	  for	  the	  labor	  market35.	  This	  is	  done	  by	  using	  a	  so-­‐called	  match	  group	  system	  to	  help	  focus	  on	  the	  labor	  market	  efforts36.	  This	  will	  include	  the	  efforts	  to	  lift	  people	  back	  into	  the	  labor	  market	  so	  they	  can	  become	  more	  effective	  by	  for	  example	  more	  precise	  guidance	  and	  capacity-­‐building	  measures	  in	  relation	  to	  the	  individual.	  During	  the	  transition	  phase	  towards	  a	  new	  economic	  structure	  and	  consequent	  improved	  revenue	  base	  is	  therefore	  a	  need	  for	  a	  major	  effort	  against	  unemployment	  if	  not	  there	  shouldn’t	  be	  experienced	  a	  significant	  and	  increasing	  unemployment	  in	  the	  upcoming	  years.	  There	  is	  established	  a	  nationwide	  action	  plan	  focusing	  on	  particularly	  hard-­‐hit	  areas.	  The	  Action	  Plan's	  offer	  is	  aimed	  at	  the	  unemployed.	  Data	  show	  that	  especially	  unskilled	  young	  people	  under	  29	  years	  old,	  people	  with	  residence	  in	  small	  towns	  and	  villages	  -­‐	  and	  that	  more	  men	  than	  women	  are	  unemployed37.	  There	  has	  been	  identified	  a	  number	  of	  possible	  job	  opportunities	  the	  unemployed	  people	  have	  to	  be	  re-­‐trained	  for.	  The	  new	  fields	  are	  Hotel	  and	  restaurant	  jobs,	  service	  /	  cleaning	  and	  domestic	  work,	  care	  for	  the	  elderly	  and	  the	  educational	  field,	  exploration	  activities	  and	  construction	  projects,	  as	  well	  as	  long-­‐term	  mining	  industry	  and	  its	  subcontractors.	  	  In	  order	  to	  fulfill	  these	  functions	  is	  a	  massive	  effort	  in	  relation	  to	  personal	  clarification	  of	  the	  unemployed	  and	  it	  can	  in	  some	  cases	  require	  several	  years.	  Then,	  the	  goal	  is	  that	  the	  unemployed	  should	  be	  offered	  appropriate	  retraining	  and	  upgrading	  activities	  with	  professional	  content.	  Naalakkersuisut	  want	  to	  establish	  a	  focused	  labor	  market	  program	  in	  2013.	  It	  will	  have	  both	  intended	  to	  respond	  to	  the	  cyclical	  unemployment	  problems	  and	  get	  something	  done	  about	  the	  structural	  problems38.	  The	  last	  part	  will	  especially	  be	  a	  long-­‐term	  effort	  and	  should	  be	  addressed	  through	  the	  reform	  measures	  proposed	  in	  the	  coming	  years	  as	  part	  of	  Naalakkersuisut	  upcoming	  2025	  plan39.	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  35	  http://www.ga.gl/LinkClick.aspx?fileticket=ApbZSkgUsB4%3D&tabid=1848&language=da-­‐DK	  36	  http://www.ga.gl/LinkClick.aspx?fileticket=ApbZSkgUsB4%3D&tabid=1848&language=da-­‐DK	  37	  http://www.ga.gl/LinkClick.aspx?fileticket=4PO6uD%2BCDuc%3D&tabid=1820&language=da-­‐DK	  38	  http://www.inatsisartut.dk/media/422509/pkt7_em2011_ffl2012_tillbet_3beh_dk.pdf	  39	  http://ia.gl/da/aabningstale-­‐september-­‐2012/	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Education	  level:	  
	  Source:	  Statistics	  Greenland	  As	  the	  figure	  above	  show	  us	  that	  from	  2002	  to	  2011	  the	  overall	  education	  level	  is	  increasing	  for	  Greenlanders	  over	  the	  age	  of	  16.	  Even	  though	  we	  see	  a	  steadily	  increase	  in	  the	  education	  the	  level	  is	  low.	  The	  percentage	  of	  the	  population	  with	  only	  an	  elementary	  school	  diploma	  was	  66.8	  %	  in	  2011,	  an	  growth	  by	  5,1	  %-­‐	  point.	  The	  vocational	  education	  is	  increased	  19.0	  %	  in	  2002	  to	  22.2	  %	  in	  2011,	  an	  growth	  by	  3.2	  %-­‐	  point	  and	  the	  Bachelors/	  Masters	  education	  increased	  by	  2%-­‐	  point	  from	  9.0	  %	  in	  2002	  to	  11.0	  %	  in	  2011.	  	  
	  
	  
	  
The	  Balance	  of	  trade:	  Figure	  5	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Source:	  Greenlandic	  Statistics	  Greenland	  has	  suffered	  deficits	  in	  their	  balance	  of	  payments	  through	  every	  year.	  The	  deficit	  is	  highest	  in	  2010	  a	  gap	  of	  2.262.232.	  The	  export	  value	  rises	  again	  with	  346	  million.	  DKK.	  in	  2011,	  equivalent	  to	  15.8%.	  The	  reason	  is	  that	  the	  value	  of	  exports	  of	  the	  main	  group	  foodstuffs	  and	  live	  animals	  has	  increased	  by	  22.3%	  or	  430	  million.	  DKK.	  	  Export	  value	  of	  shrimp	  has	  increased	  by	  258	  million.	  DKK.	  	  Halibut	  has	  increased	  by	  97	  million.	  DKK	  Cod	  has	  increased	  by	  41	  million.	  DKK.	  Import	  value	  is	  also	  increased	  in	  2011	  by	  65	  million	  corresponding	  to	  1.4%.	  The	  largest	  increase	  in	  the	  value	  of	  imports	  has	  happened	  in	  the	  main	  group	  Mineral	  fuels,	  lubricants	  and	  related	  materials.	  The	  value	  in	  this	  one	  group	  is	  increased	  by	  211	  million	  corresponding	  to	  27.7%.	  Foreign	  trade:	  Below	  we	  can	  see	  a	  detailed	  balance	  of	  Greenland's	  foreign	  trade	  from	  STIC	  nomenclature	  which	  is	  a	  general	  method	  for	  classification	  and	  grading	  of	  trade	  in	  goods40:	  	  	  	  	  	  Figure	  6	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  40http://ec.europa.eu/eurostat/ramon/index.cfm?TargetUrl=DSP_PUB_WELC	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  Source:	  Greenlandic	  statistics	  The	  largest	  export	  increase	  has	  occurred	  within	  the	  main	  group	  "Food	  and	  live	  animals"	  whose	  value	  has	  increased	  from	  1,926	  million.	  DKK	  in	  2010	  to	  2,356	  million.	  DKK	  in	  2011.	  An	  increase	  of	  $	  430	  million.	  DKK	  corresponding	  to	  an	  increase	  of	  22.3%.	  The	  next	  largest	  increase	  in	  exports,	  the	  group	  "Various	  goods	  and	  transactions	  i.a.n.,"	  where	  the	  value	  of	  exports	  has	  increased	  from	  92	  million.	  in	  2010	  to	  DKK	  140	  million.	  DKK	  in	  2011.	  An	  increase	  of	  48	  million.	  DKK	  corresponding	  to	  an	  increase	  of	  52.5%	  	  Figure	  7	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Source:	  Greenlandic	  statistics	  The	  largest	  increase	  in	  imports	  has	  happened	  in	  the	  main	  group	  Mineral	  fuels,	  lubricants	  and	  related	  materials,	  where	  the	  value	  increased	  by	  211	  million.	  DKK	  2010	  to	  2011,	  which	  corresponds	  to	  an	  increase	  of	  21.7%.	  The	  next	  largest	  import	  increase	  has	  occurred	  in	  the	  main	  group	  "Commodities	  and	  transactions	  i.a.n."	  which	  rose	  to	  209	  million.	  DKK	  in	  2011	  from	  122	  million.	  DKK	  in	  2010,	  which	  represents	  an	  increase	  of	  87	  million.	  DKK	  or	  71.8%.	  	  Figure	  8	  
	  Source:	  Greenlandic	  statistics	  In	  a	  longer	  term	  perspective,	  there	  is	  a	  structural	  problem	  in	  terms	  of	  there	  isn’t	  a	  complement	  to	  the	  fishing	  industry	  as	  an	  export	  industry.	  Exports	  of	  seafood	  varies	  considerably	  from	  year	  to	  year,	  but	  the	  export	  value	  is	  currently	  at	  roughly	  the	  same	  level	  as	  20	  years	  ago,	  see	  figure	  8	  Just	  like	  back	  then	  the	  fishing	  industry	  is	  counted	  today	  for	  approx.	  90	  per	  cent	  of	  Greenland's	  exports.	  The	  options	  for	  developing	  fisheries	  must	  be	  considered	  limited,	  as	  fishing	  is	  just	  above	  the	  long-­‐lasting	  according	  to	  the	  biological	  advice.	  In	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accordance	  with	  the	  advice,	  quotas	  in	  the	  shrimp	  fishery	  for	  2012	  are	  reduced	  and	  further	  reductions	  expected	  for	  201341	  	  
The	  fishing	  industry	  Figure	  9	  
	  Source:	  Greenlandic	  statistics	  The	  most	  economically	  important	  fisheries	  are	  shrimps.	  The	  catch	  of	  shrimps	  in	  the	  recent	  years	  has	  fluctuated	  around	  120.000	  tons,	  look	  at	  figure	  9.	  This	  is	  a	  result	  of	  the	  rising	  marked	  prices	  during	  2010	  and	  therefore	  the	  economy	  in	  the	  fishing	  industry	  has	  been	  good.	  To	  follow	  the	  guidelines	  made	  by	  the	  scientific	  advice	  it	  has	  been	  necessary	  to	  reduce	  quotas	  by	  almost	  20	  per	  cent	  in	  2012,	  and	  an	  outlook	  for	  a	  future	  reduction	  in	  2013.	  This	  is	  due	  to	  a	  declining	  biomass	  and	  an	  increase	  in	  the	  amount	  of	  small	  cod	  that	  is	  shrimp-­‐eating42.	  Cod	  is	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  41	  http://www.natur.gl/fileadmin/user_files/Dokumenter/Raadgivning/Fisk/Orientering_rejeraadgivning_2013__DK_.pdf	  42	  http://www.stm.dk/publikationer/ny_groenland04/index.htm	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still	  too	  small	  to	  give	  rise	  to	  a	  profitable	  compensatory	  fishing43.	  Catches	  of	  Greenland	  halibut,	  which	  is	  economically	  the	  second	  most	  important	  species	  have	  been	  stable	  for	  several	  years.	  It	  is	  hardly	  possible	  to	  increase	  catches	  when	  fishing	  must	  be	  biologically	  sustainable.	  In	  the	  next	  few	  years	  there	  is	  therefore	  expected	  to	  be	  reduced	  fisheries.	  It	  emphasizes	  the	  need	  to	  develop	  other	  industries.	  The	  need	  has	  been	  clearly	  for	  years,	  but	  a	  high	  cost,	  much	  like	  the	  Danish,	  a	  geographical	  population	  dispersion	  associated	  with	  high	  transportation	  costs	  and	  a	  lower	  level	  of	  education	  hampers	  such	  development.	  Extraction	  of	  raw	  materials	  seems	  to	  be	  the	  most	  likely	  supplement	  to	  the	  fishing	  industry.	  
Inflation:	  Inflation	  developments	  in	  consumer	  prices	  include	  both	  the	  general	  price	  increases	  set	  by	  private	  companies,	  and	  the	  taxes	  to	  be	  determined	  politically	  by	  Inatsisartut.	  The	  price	  level	  in	  January	  2012	  is	  4.8	  per	  cent.	  higher	  than	  January	  2011	  and	  3.1	  per	  cent.	  higher	  than	  July	  2011.	  Higher	  world	  oil	  prices	  have	  meant	  that	  Polaroil	  in	  the	  first	  half	  of	  July	  2011,	  has	  put	  prices	  up	  by	  1.10	  kr.	  Overall,	  this	  means	  an	  increase	  in	  fuel	  prices	  around.	  25	  per	  cent.	  It	  is	  largely	  this	  increase,	  which	  has	  resulted	  in	  an	  increasing	  price	  level.	  This	  increase	  is	  reflected	  in	  the	  prices	  of	  district	  heating	  and	  electric	  heating.	  Prices	  of	  electricity	  and	  transport	  are	  also	  affected	  by	  the	  rise	  in	  oil.	  Figure	  10	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  43	  http://www.stm.dk/publikationer/ny_groenland04/index.htm	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Source:	  Greenland	  in	  figures	  2013	  –	  statistics	  Greenland	  On	  the	  table	  top,	  you	  can	  see	  the	  oil	  prices	  hike	  effect.	  From	  July	  2011	  to	  January	  2012,	  prices	  of	  transport,	  increased	  by	  4.3	  percentage	  points	  and	  an	  increase	  of	  2.4	  percentage	  points	  from	  January	  2012	  to	  July	  2012.	  Prices	  of	  gross	  interest	  (dwelling),	  has	  also	  increased	  significantly	  from	  July	  2011	  to	  July	  2012	  with	  the	  14.2	  points,	  an	  increase	  of	  12.8	  per	  cent.	  of	  one	  year.	  
Public	  finances:	  Figure	  11	  
	  Greenland	  has	  had	  a	  profit	  on	  public	  finances,	  which	  means	  that	  the	  state	  has	  had	  more	  money	  in	  the	  state	  budget	  than	  they	  have	  spent,	  except	  200944.	  Revenues	  to	  state	  budget	  primarily	  come	  from	  the	  block	  grant	  and	  the	  fishing	  industry.	  The	  deficit	  in	  2009	  is	  primarily	  due	  to	  an	  increase	  in	  public	  consumption	  of	  438	  million	  DKK,	  an	  increase	  in	  income	  transfers	  on	  82	  million	  DKK	  and	  an	  increase	  in	  permanent	  new	  investments	  of	  137	  million45.	  
	  
	  
	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  44	  Look	  at	  the	  table	  above	  45	  http://www.stat.gl/publ/da/OF/200901/pdf/Gr%C3%B8nlands%20offentlige%20finanser%202009.pdf	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Part	  conclusion:	  Greenland´s	  GDP	  is	  facing	  growth	  from	  2008	  –	  2011,	  especially	  in	  year	  2011	  Greenland	  experienced	  significant	  growth	  in	  the	  economy	  by	  5.4	  %.	  The	  relatively	  high	  growth	  in	  2011	  is	  due	  to	  three	  factors:	  firstly,	  there	  have	  been	  exploratory	  drilling	  for	  oil	  and	  other	  mineral	  activates,	  on	  the	  other	  a	  high	  activity	  in	  the	  building	  and	  construction	  sector	  and	  thirdly	  prices	  in	  the	  fishing	  industry	  increased	  during	  2010	  and	  2011	  and	  fishing	  industry	  continued	  to	  rise	  in	  early	  2012.	  In	  2012	  the	  GDP	  dropped	  mainly	  because	  of	  there	  wasn’t	  any	  drilling	  activities.	  	  	  	  The	  unemployment	  rate	  is	  high	  in	  Greenland	  and	  been	  increasing	  since	  2009.	  The	  high	  unemployment	  rate	  is	  a	  sign	  of	  lack	  of	  education	  in	  the	  country	  where	  the	  labour	  market	  isn´t	  flexible.	  Only	  approximately	  70	  %	  of	  the	  Greenlandic	  population	  have	  a	  primary	  education	  but	  the	  education	  level	  is	  gradually	  increasing.	  The	  Greenlandic	  government	  and	  the	  local	  authorities	  have	  begun	  a	  collaboration	  to	  systematically	  and	  continuously	  determine	  if	  there	  registered	  unemployed	  that	  are	  ready	  to	  work	  or	  the	  “employers”	  have	  to	  go	  through	  a	  process	  of	  training	  before	  they	  can	  be	  counted	  as	  unemployed.	  	  	  	  The	  balance	  of	  trade	  is	  experiencing	  a	  deficit	  in	  all	  the	  years	  from	  2007	  -­‐	  2011,	  where	  we	  can	  see	  that	  the	  fishing	  industry	  is	  about	  90%	  of	  the	  country	  exports.	  Public	  finances	  are	  primarily	  dependent	  on	  the	  fishing	  industry	  and	  the	  block	  grant	  from	  Denmark.	  Public	  finances	  are	  at	  a	  fairly	  acceptable	  level	  except	  2009	  due	  to	  an	  increase	  in	  public	  consumption.	  	  Greenland´s	  export	  is	  almost	  only	  dependent	  on	  the	  fishing	  industry,	  and	  the	  country	  suffers	  from	  a	  high	  unemployment	  rate	  and	  a	  very	  low	  education	  level.	  This	  indicates	  that	  the	  country	  is	  a	  need	  for	  a	  new	  industry	  and	  the	  country	  will	  face	  major	  challenges	  in	  the	  future.	  	  
	  	  
Legal	  factors:	  	  To	  achieve	  sustainable	  economic	  growth	  the	  Greenlandic	  government	  has	  made	  legislatives	  in	  some	  areas	  to	  avoid	  economic	  exploitation,	  labour	  exploitation	  etc.	  We	  will	  mention	  some	  of	  the	  important	  legislatives	  and	  laws.	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Natural	  resource	  fund:	  
§	  1	  The	  Government	  creates	  Greenland	  Mining	  Fund.	  
Stk.	  2	  The	  Fund	  is	  an	  independent	  foundation.	  
Stk.	  3	  Fund	  assets	  belonging	  to	  the	  Fund	  itself,	  subject	  to	  §	  44	  The	  Fund	  may	  acquire	  rights	  and	  
incur	  obligations	  for	  common	  rules	  on	  the	  matter.	  
§	  2	  Purpose	  of	  the	  fund	  is	  to	  regulate	  the	  position	  and	  disposition	  of	  the	  Home	  Rule	  mineral	  
resources	  and	  to	  underpin	  long-­‐term	  considerations	  using	  home	  rule	  mining	  revenues.	  
Stk.	  2	  The	  foundation	  aims:	  
1)	  To	  receive	  government	  mining	  revenues	  
2)	  Placing	  the	  revenue	  so	  as	  to	  achieve	  a	  satisfactory	  security	  and	  the	  highest	  economical	  return,	  
3)	  To	  ensure	  that	  the	  fund	  be	  used	  to	  cover	  the	  government’s	  investments	  in	  mining	  business	  and	  
cost	  of	  raw	  material	  costs	  and	  costs	  of	  providing	  salvaged	  duties	  in	  accordance	  with	  the	  county	  
councils	  law	  rules	  and	  in	  accordance	  with	  the	  adoption	  of	  the	  county	  finance	  laws	  or	  additional	  
appropriations	  
4)	  to	  ensure	  that	  resources	  the	  fund	  receive	  also	  is	  paid	  to	  the	  government	  in	  accordance	  with	  
this	  county	  councils	  law	  rules	  and	  in	  accordance	  with	  the	  adoption	  of	  the	  county	  councils	  finance	  
laws	  or	  additional	  appropriations,	  and	  
5)	  to	  help	  ensure	  that	  resources	  the	  fund	  receive	  are	  used	  so	  that	  the	  Greenlandic	  society	  and	  in	  
the	  long	  run	  achieve	  the	  economical	  return	  and	  the	  most	  beneficial	  effects46.	  Raw	  materials	  are	  a	  temporary	  source	  of	  income	  and	  by	  placing	  revenues	  in	  a	  fund	  ensures	  that	  future	  generations	  will	  benefit	  from	  the	  resources	  in	  the	  Greenlandic	  underground.	  That	  why	  in	  2008	  the	  natural	  resources	  fund	  was	  funded	  to	  protect	  an	  uncontrolled	  increase	  in	  government	  consumption,	  which	  can	  lead	  to	  inflation	  and	  loss	  of	  competitiveness47.	  In	  addition,	  the	  natural	  resources	  must	  also	  be	  able	  to	  disburse	  payments	  to	  the	  Greenlandic	  government	  if	  the	  block	  grant	  Denmark	  begins	  to	  be	  reduced	  -­‐	  §7	  section	  248.	  
Criticism:	  The	  natural	  resources	  fund	  is	  being	  criticized	  by	  “Greenland´s	  Economical	  Council”	  and	  Professor	  Torben	  M.	  Andersen	  from	  Aarhus	  University	  by	  being	  unclear.	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  46	  http://lovgivning.gl/lov?rid=%7BF07F348F-­‐F245-­‐40D2-­‐A96B-­‐0FD9BD3A4BE4%7D	  47	  http://sermitsiaq.ag/node/121891	  48	  http://lovgivning.gl/lov?rid=%7BF07F348F-­‐F245-­‐40D2-­‐A96B-­‐0FD9BD3A4BE4%7D	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“Compared	  to	  other	  mineral	  foundations	  have	  the	  Greenlandic	  mining	  fund	  rather	  broad	  and	  
poorly	  defined	  framework	  for	  the	  use	  of	  funds.	  This	  involves	  a	  significant	  risk	  of	  misallocation	  
(money	  is	  being	  spent	  in	  the	  wrong	  places,	  ed.)	  Of	  the	  funds,	  "says	  the	  report	  'Economic	  Council	  
report	  2012	  -­‐	  natural	  resources,	  growth	  strategy49”	  Professor	  Torben	  M	  Andersen	  concern	  is	  that	  Greenland	  is	  likely	  to	  end	  up	  in	  the	  same	  situation	  as	  many	  other	  oil	  and	  mineral	  countries.	  According	  to	  him,	  the	  experience	  of	  a	  number	  of	  resource-­‐rich	  countries	  is	  that	  society's	  mineral	  resources	  are	  often	  used	  inappropriately.	  Either	  because	  they	  fall	  into	  the	  wrong	  pockets	  or	  they	  breed	  corruption.	  Or	  because	  they	  are	  being	  used	  for	  prestigious	  projects	  and	  large	  projects	  with	  limited	  social	  return.	  And	  what	  are	  worse,	  in	  many	  countries	  with	  large	  natural	  resources	  are	  mineral	  revenues	  is	  not	  used	  prospectively	  to	  drive	  economic	  development.	  This	  means	  that	  some	  resource-­‐rich	  nations	  become	  poorer	  despite	  the	  exploitation	  of	  oil	  and	  mineral	  deposits50	  
	  
Inatsisartut	  law	  nr.	  25	  -­‐	  on	  construction	  works	  for	  large	  scale	  projects:	  
§	  1	  Inatsisartut	  law	  seeks	  to	  promote	  investment	  and	  implementation	  of	  large	  scale	  projects	  of	  
particular	  importance	  for	  Greenland's	  economic	  development	  and	  to	  do	  so	  in	  consideration	  to	  
the	  interests	  of	  the	  population.	  
Stk.	  2	  Inatsisartut	  law	  seeks	  to	  prevent	  and	  reduce	  unintended	  negative	  effects	  on	  the	  economy	  
and	  business	  competitiveness,	  including	  disproportionate	  increases	  in	  the	  general	  wage	  and	  cost,	  
as	  a	  result	  of	  activities	  under	  the	  law.	  
§	  2	  Inatsisartut	  law	  shall	  apply	  to	  a	  project	  company	  inviting	  tenders	  on	  construction	  contracts	  
and	  awarding	  contracts	  for	  construction	  contracts	  when	  the	  Government	  has	  authorized	  the	  call	  
for	  tenders	  and	  award	  of	  contracts	  may	  be	  on	  terms	  established	  by	  this	  Act,	  referred	  §	  7	  
§	  3	  When	  a	  project	  is	  a	  large-­‐scale	  project,	  see	  §	  6	  paragraph.	  1,	  the	  Inatsisartut	  law	  applicable	  
to	  the	  project's	  construction	  activities	  in	  accordance	  with	  §	  5,	  paragraph.	  3,	  and	  not	  on	  other	  
activities.	  
Stk.	  2	  When	  a	  project	  is	  a	  large-­‐scale	  projectthe	  law	  does	  not	  apply	  to	  the	  project's	  construction	  
activities	  in	  accordance	  with	  §	  5,	  paragraph.	  3,	  or	  other	  activities51.	  
§	  6	  A	  project	  is	  considered	  for	  this	  Inatsisartut	  law	  for	  a	  large-­‐scale	  project	  if:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  49	  Økonomisk Råds rapport 2012 - naturressourcer som vækststrategi p. 9	  50	  http://www.business.dk/green/haard-­‐kritik-­‐af-­‐groenlandsk-­‐raastoffond	  51	  http://lovgivning.gl/lov?rid=%7B6D7F52B4-­‐6893-­‐4BDC-­‐A943-­‐601817D309A0%7D	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1)	  the	  project's	  construction	  costs	  exceed	  five	  billion	  Danish	  kroner	  and	  
2)	  the	  project's	  need	  for	  labor	  in	  the	  performance	  of	  construction	  activities	  exceeds	  the	  suitable,	  
available	  and	  accessible	  labor	  that	  is	  available	  in	  Greenland,	  or	  
3)	  the	  project's	  requirements	  for	  technical	  and	  financial	  capacity	  of	  the	  companies	  that	  perform	  
construction	  activities	  exceeds	  the	  Greenlandic	  companies'	  capacity	  in	  technical	  or	  economic	  
terms.	  
Stk.	  2	  With	  effect	  from	  1	  January	  2013	  is	  regulated	  in	  paragraph.	  1,	  No.	  1,	  that	  amount	  annually	  
in	  accordance	  with	  the	  increase	  in	  construction	  cost	  index,52	  	  
Greenland`s	  parliament	  act:	  
1.–(1)	  This	  Greenland	  Parliament	  Act	  aims	  to	  ensure	  appropriate	  exploitation	  of	  mineral	  	  
resources	  and	  use	  of	  the	  subsoil	  for	  storage	  or	  purposes	  relating	  to	  mineral	  resource	  activities	  	  
as	  well	  as	  regulation	  of	  matters	  of	  importance	  to	  mineral	  resource	  activities	  and	  subsoil	  	  
activities.	  	  
(2)	  The	  Greenland	  Parliament	  Act	  aims	  to	  ensure	  that	  activities	  under	  the	  Act	  are	  performed	  	  
in	  a	  sound	  manner	  as	  regards	  safety,	  health,	  the	  environment,	  resource	  exploitation	  and	  social	  	  
sustainability	  and	  appropriately	  and	  according	  to	  acknowledged	  best	  international	  practices	  	  
under	  similar	  conditions53.	  	  	  
Interviews	  -­‐	  	  In	  this	  section	  the	  interviews	  will	  be	  summarized.	  We	  have	  three	  interview	  sources,	  and	  they	  will	  be	  summarized	  according	  to	  the	  organizations.	  Firstly	  it	  will	  be	  the	  Government,	  then	  the	  municipality	  lastly	  the	  Greenlandic	  Employers	  Association.	  
Government	  of	  Greenland	  (Minister	  of	  Minerals)	  	  This	  summary	  of	  data	  is	  based	  on	  the	  questionnaire	  from	  the	  Minister	  of	  Minerals,	  appendix	  1.	  	  Who	  is	  involved	  in	  the	  negotiations?	  Representatives	  from	  these	  Ministries	  participate	  directly	  in	  the	  negotiations:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  52	  http://lovgivning.gl/lov?rid=%7B6D7F52B4-­‐6893-­‐4BDC-­‐A943-­‐601817D309A0%7D	  53	  http://bmp.gl/images/stories/faelles/mineral_resources_act_unofficial_translation.pdf	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• Ministry	  of	  Education,	  Church,	  Culture	  and	  Gender	  Equality	  
• Ministry	  of	  Minerals	  and	  Industry	  
• Ministry	  of	  Finance	  and	  Internal	  Affairs	  There	  is	  also	  coordination	  with	  other	  organizations	  including	  environmental,	  employers,	  employees	  and	  non-­‐profit	  organizations.	  The	  Employers	  Association	  and	  Employees	  Association	  are	  in	  a	  working	  group,	  which	  participate	  in	  detailed	  discussions.	  	  	  What	  are	  the	  demands?	  The	  Main	  objective	  is	  to	  ensure	  employment	  opportunities	  for	  Greenlandic	  workforce	  as	  well	  as	  promoting	  Greenlandic	  businesses.	  The	  Mineral	  Act	  clearly	  states	  that	  Greenlandic	  companies	  and	  workers	  should	  receive	  preferential	  hiring.	  The	  IBA	  will	  also	  set	  out	  goals	  for	  training	  and	  education	  opportunities.	  	  	  Is	  there	  a	  timeline	  for	  the	  demands?	  	  The	  negotiations	  are	  preliminary,	  but	  the	  specifics	  targets	  and	  goals	  will	  be	  set	  in	  the	  final	  IBA	  and	  will	  be	  negotiated	  on	  a	  yearly	  basis.	  	  	  Are	  the	  demands	  coordinated	  with	  other?	  	  Due	  to	  the	  structure	  of	  the	  IBA,	  the	  Employers	  Associations	  and	  the	  Employee	  association	  will	  be	  directly	  in	  involved	  in	  settings	  targets	  and	  goals	  every	  year.	  	  	  
Sermersooq	  Municipality	  The	  Sermersooq	  Municipality	  representativ	  interview	  was	  conducted	  over	  the	  telephone,	  and	  the	  answer	  below	  are	  based	  on	  that	  interview,	  which	  has	  been	  freely	  transcribed	  in	  Appendix	  2.	  	  Who	  are	  you?	  	  Martin	  Ben	  Shalmi,	  Chairman	  of	  Sermersooq	  Business	  Counsel,	  chairman	  of	  the	  branch	  of	  Raw	  Material	  in	  Greenland	  Employers	  Association.	  CEO	  of	  Xploration	  Services,	  a	  mineral	  industry	  service	  company,	  CEO	  of	  Greenland	  Petroleum	  Services,	  supply	  base	  building	  company.	  	  Involved	  in	  both	  Sermersooq	  Negotiation	  team	  and	  Greenland	  Employers	  Association	  negotiation	  team,	  as	  a	  member	  of	  the	  backing	  group.	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  What	  are	  the	  demands?	  	  Greenlandic	  companies	  should	  be	  part	  of	  all	  service	  contracts,	  to	  ensure	  technology	  transfer	  and	  training	  in	  the	  same	  time	  building	  a	  Greenlandic	  service	  sector	  for	  mining	  companies.	  Greenlandic	  companies	  should	  be	  part	  of	  companies	  working	  in	  the	  construction	  phase,	  including	  exclusive	  Greenlandic	  contracts	  on	  some	  of	  the	  constructions	  jobs.	  	  Is	  it	  both	  Sermersooq	  and	  Greenland	  Employers	  Association	  demands?	  Yes,	  however	  Greenland	  Employers	  Association	  has	  more	  demands.	  	  	  Are	  Greenlandic	  companies	  ready	  to	  take	  the	  jobs?	  	  Several	  Greenlandic	  companies	  are	  ready	  and	  qualified	  to	  take	  the	  jobs.	  	  Are	  there	  any	  demands	  of	  training	  positions	  made	  by	  Sermersooq?	  Training	  and	  education	  is	  part	  of	  the	  overall	  terms,	  which	  is	  being	  negotiated	  by	  the	  Greenland	  Government.	  Personally	  believe	  that	  once	  the	  contracts	  are	  granted	  to	  local	  companies,	  the	  training	  and	  education	  will	  follow.	  	  	  
Greenland	  Employers	  Association	  This	  summary	  of	  data	  is	  based	  on	  the	  questionnaire	  from	  Dan	  Sørensen,	  Consultant	  at	  the	  Greenland	  Employers	  Association,	  Appendix	  3.	  	  Who	  is	  involved	  with	  the	  negotiations?	  	  A	  reference	  group	  consisting	  of	  variety	  of	  members.	  Coordination	  with	  municipality	  and	  government.	  	  What	  are	  the	  demands?	  Focus	  on	  ensuring	  contract	  for	  local	  businesses,	  which	  can	  create	  employment	  and	  training	  for	  locals.	  It	  is	  through	  engaging	  local	  businesses	  that	  employment	  and	  training	  can	  be	  ensured.	  	  	  Is	  there	  a	  timeline	  for	  the	  demands?	  The	  overall	  terms	  of	  the	  IBA	  are	  being	  discussed	  now;	  later	  short	  term	  targets	  will	  be	  discussed	  with	  a	  yearly	  follow-­‐up.	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  Are	  the	  demands	  coordinated	  with	  others?	  	  Yes,	  as	  stated	  above.	  	  	  	  
Analysing	  Chapter	  	  The	  analysing	  chapter	  begins	  with	  analysis	  of	  the	  Impact	  Benefit	  Agreement	  approach,	  based	  on	  interview/questionnaire	  and	  legal	  framework.	  	  An	  analysis	  with	  of	  the	  Råstoffund	  will	  be	  analysed	  based	  on	  questionnaire	  and	  legal	  framework.	  	  
Part	  one-­‐	  
IBA-­‐	  The	  Greenland	  Approach	  	  Introduction	  	  In	  this	  chapter	  the	  IBA	  approach	  of	  Greenland	  will	  be	  analysed	  to	  show	  if	  the	  IBA	  approach	  in	  Greenland	  will	  lead	  to	  a	  successful	  IBA.	  Using	  the	  approach	  described	  in	  The	  Toolkit	  and	  the	  Canadian	  experience	  the	  analysis	  should	  show	  if	  the	  Greenlandic	  approach	  with	  London	  Mining	  could	  lead	  to	  a	  successful	  IBA,	  meaning	  that	  it	  reduces	  unemployment	  and	  increases	  education/training.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Pre-­‐negotiation	  preparation	  The	  Toolkit	  states	  that	  there	  should	  be	  information	  gathering	  regarding	  the	  scope	  of	  the	  project	  and	  the	  legal	  framework	  of	  the	  project	  before	  entering	  the	  Impact	  Benefit	  Agreement	  negotiations.	  The	  challenges	  that	  the	  Canadian	  aboriginals	  and	  the	  Greenlanders	  face,	  though	  similar	  in	  some	  aspects,	  differ	  greatly	  when	  it	  comes	  to	  the	  legal	  framework.	  Much	  of	  the	  issues	  covered	  in	  The	  Toolkit	  have	  been	  formalized	  either	  through	  legislation	  or	  guidelines	  based	  on	  the	  Greenlandic	  Mineral	  act.	  This	  process	  has	  been	  formalized	  in	  the	  Greenlandic	  SIA	  guidelines,	  as	  illustrated	  in	  Figure	  2.	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  Figure	  2.	  p.6	  of	  "Guidelines	  for	  Social	  Impact	  Assesment	  for	  mining	  projects	  in	  Greenland"	  -­‐	  Bureau	  of	  Minerals	  and	  Petroleum	  	  Figure	  2	  shows	  that	  the	  SIA	  begins	  with	  Scoping,	  where	  the	  key	  issues	  that	  are	  to	  be	  assessed	  in	  the	  SIA	  are	  identified.	  This	  includes	  public	  participation,	  where	  affected	  groups	  will	  be	  identified	  and	  these	  groups	  will	  assist	  in	  uncovering	  unknown	  or	  cultural	  issues	  that	  may	  be	  affected	  by	  the	  project.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
"It	  is	  essential	  that	  the	  SIA	  aims	  at	  maximizing	  development	  opportunities	  and	  mitigate	  negative	  
impacts	  and	  through	  this	  contribute	  to	  a	  sustainable	  development	  favourable	  to	  Greenland,	  on	  
local	  and	  national	  level."	  p.10	  of	  "Guidelines	  for	  Social	  Impact	  Assesment	  for	  mining	  projects	  in	  Greenland"	  -­‐	  Bureau	  of	  Minerals	  and	  Petroleum	  The	  Greenlandic	  SIA	  guidelines	  are	  extensive	  and	  cover	  most	  of	  the	  things	  recommend	  in	  The	  Toolkit,	  and	  the	  focus	  is	  very	  much	  on	  ensuring	  benefits	  locally	  and	  nationally	  towards	  a	  sustainable	  development	  and	  mitigation	  of	  negative	  social	  impacts.	  The	  first	  section	  in	  The	  Toolkit	  focuses	  on	  information	  gathering	  with	  the	  goal	  of	  identifying	  the	  legal	  framework	  and	  the	  scope	  of	  the	  project	  in	  question,	  as	  the	  information	  gathered	  will	  help	  the	  community	  setting	  out	  goals.	  This	  has	  been	  formalized	  in	  Greenland	  with	  the	  Social	  Impact	  Assessment	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(SIA),	  that	  is	  a	  requirement	  for	  all	  prospective	  projects	  in	  Greenland.	  	  The	  SIA	  requirement	  has	  been	  created	  in	  accordance	  with	  the	  Mineral	  Resource	  Act	  that	  regulate	  all	  mineral	  activities	  in	  Greenland,	  and	  the	  Greenlandic	  Bureau	  of	  Mineral	  and	  Petroleum	  has	  created	  a	  guideline	  on	  how	  to	  make	  a	  SIA.	  Within	  the	  guidelines	  it	  is	  stipulated:	  	  
	  
"to	  develop	  a	  Benefit	  and	  Impact	  Plan	  for	  implementation	  of	  the	  Impact	  Benefit	  Agreement."	  
	  p.4	  of	  "Guidelines	  for	  Social	  Impact	  Assesment	  for	  mining	  projects	  in	  Greenland"	  -­‐	  Bureau	  of	  Minerals	  and	  Petroleum	  So	  right	  from	  the	  beginning	  the	  Greenlandic	  approach	  is	  on	  the	  right	  track	  for	  ensuring	  a	  successful	  IBA.	  The	  Social	  Impact	  Assessment	  of	  the	  London	  Mining	  ISUA	  Iron	  Ore	  project	  is	  the	  basis	  of	  the	  negotiations.	  The	  key	  aspect	  of	  the	  Social	  Impact	  Assessment	  is	  the	  Social	  Baseline	  description,	  which	  among	  other	  things,	  describe	  the	  education	  level	  and	  labour	  market	  that	  are	  the	  basis	  of	  this	  analysis.	  The	  SIA	  is	  also	  required	  to	  include	  a	  thorough	  description	  of	  the	  project,	  including	  labour	  requirements	  during	  construction	  phase	  of	  on-­‐site	  and	  off-­‐site	  developments	  and	  operation	  phase	  for	  the	  duration	  of	  the	  mine,	  and	  description	  of	  the	  type	  of	  workers	  that	  will	  be	  needed.	  	  However,	  these	  requirements	  are	  Non-­‐negotiable	  and	  therefore	  actually	  not	  part	  of	  the	  IBA	  negotiation,	  so	  the	  IBA	  approach	  of	  Greenland	  cannot	  be	  concluded	  successful	  solely	  on	  this.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Types	  of	  demand	  and	  requirements	  The	  unofficial	  translation	  of	  the	  Mineral	  Resources	  act	  Section	  18	  point	  1	  and	  2	  stipulates:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
"(1)	  A	  licence	  under	  section	  16	  may	  lay	  down	  the	  extent	  to	  which	  the	  licensee	  must	  use	  labour	  from	  
Greenland.	  However,	  to	  the	  extent	  necessary	  for	  the	  activities,	  the	  licensee	  may	  use	  foreign	  labour	  if	  
labour	  with	  similar	  qualifications	  does	  not	  exist	  or	  is	  not	  available	  in	  Greenland."	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  "(2)	  A	  licence	  under	  section	  16	  may	  lay	  down	  the	  extent	  to	  which	  the	  licensee	  must	  use	  Greenland	  
enterprises	  for	  contracts,	  supplies	  and	  services.	  Other	  enterprises	  may	  be	  used	  if	  Greenland	  
enterprises	  are	  not	  technically	  or	  commercially	  competitive."	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This	  creates	  a	  negotiation	  point	  of	  whether	  or	  not	  Greenlandic	  labour	  and	  enterprises	  are	  qualified	  and	  competitive.	  The	  Greenlandic	  Employers	  Association	  takes	  the	  standpoint	  that	  it	  is	  necessary	  for	  Greenlandic	  Companies	  to	  participate	  in	  the	  project:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  "From	  our	  point	  of	  view	  it	  is	  the	  local	  companies	  working	  in	  the	  mines,	  that	  also	  ensure	  local	  
jobs,	  education	  and	  building	  up	  lasting	  competences	  in	  both	  the	  workforce	  and	  in	  the	  company."	  	  Questionnaire	  from	  Greenlandic	  Employers	  Association	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Martin	  Ben	  Shalmi	  from	  Sermersooq	  Negotiation	  teams	  states	  that	  their	  two	  goals	  are	  also	  on	  emphasis	  of	  ensuring	  Greenlandic	  Labour	  both	  during	  Construction	  Phase	  and	  Operation	  Phase	  and	  that	  some	  of	  the	  Construction	  projects	  must	  be	  exclusively	  offered	  to	  Greenlandic	  Companies.54	  According	  to	  Martin	  Ben	  Shalmi	  several	  Greenlandic	  companies	  are	  ready	  to	  take	  on	  the	  job	  opportunities	  in	  the	  Mining	  Industry,	  both	  Service	  jobs	  and	  Construction	  Jobs.	  	  Based	  on	  this,	  the	  demands	  of	  the	  negotiation	  team	  of	  Sermersooq	  are	  quite	  clear.	  Both	  Sermersooq	  and	  Greenland	  Employers	  Association	  demand	  Preferential	  Hiring	  of	  Greenlandic	  companies	  and	  labour	  on	  job	  opportunities	  where	  the	  Local	  Business	  will	  gain	  knowledge,	  experience	  and	  training,	  and	  should	  they	  be	  successful	  it	  would	  decrease	  unemployment	  and	  increase	  education.	  	  Though	  both	  Sermersooq	  and	  Greenland	  Employers	  Association	  gives	  no	  demand	  on	  training	  and	  educating	  positions	  in	  the	  projects,	  they	  believe	  that	  the	  local	  business	  will	  provide	  positions	  for	  training	  once	  they	  need	  the	  labour,	  as	  expressed	  in	  the	  above	  quote.	  	  The	  Greenland	  Employers	  Associations	  demands	  are	  within	  their	  organisations	  purpose,	  as	  they	  represent	  the	  Greenlandic	  companies,	  so	  the	  fact	  that	  they	  have	  no	  demand	  of	  training	  positions	  is	  reasonable,	  however	  Sermersooq	  has	  expressed	  in	  their	  Mineral	  Resources	  Strategy	  that	  all	  who	  has	  the	  opportunity	  should	  be	  working	  or	  under	  education/training.55	  The	  Canadian	  Experience	  shows	  the	  success	  of	  IBA	  in	  ensuring	  Sustainable	  Economic	  Development	  when	  demands	  of	  training	  are	  made	  and	  met,	  however	  not	  only	  training	  is	  essential	  for	  successful	  IBA,	  as	  the	  Canadians	  have	  experienced	  a	  big	  turnover	  in	  aboriginal	  workers,	  making	  measures	  to	  ensure	  retention	  essential	  to	  a	  successful	  IBA.	  The	  Toolkit	  explains	  that	  one	  of	  the	  measures	  that	  can	  be	  done	  and	  that	  have	  been	  successful,	  is	  to	  ensure	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  54	  Telephone	  Interview.	  Appendix	  2	  	  55	  "Kommuneqarfik	  Sermersooq	  Strategi	  vedr.	  råstofsektoren"	  p.	  4	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training	  possibilities,	  as	  quantitative	  demands	  of	  use	  of	  local	  labour	  may	  be	  met	  through	  hiring	  local	  labour	  for	  peripheral	  and	  low-­‐level	  employment,	  and	  that	  has	  little	  to	  no	  effect	  on	  furthering	  the	  qualifications	  of	  the	  local	  labour	  force	  and	  results	  in	  high	  turnover.56	  With	  training	  demands,	  the	  career	  advancement	  and	  increase	  of	  skill	  can	  be	  ensured,	  thus	  resulting	  in	  higher	  retention	  of	  local	  labour.	  The	  Government	  of	  Greenland	  plans	  to	  set	  targets	  for	  apprenticeships	  and	  training:	  	  	  
"...for	  example	  that	  number	  of	  jobs	  for	  Greenland	  workforce	  will	  be	  set	  as	  well	  as	  training	  and	  
education	  targets	  will	  be	  set."	  Questionnaire	  from	  Ministry	  of	  Minerals	  Should	  they	  be	  successful	  in	  reaching	  those	  targets,	  it	  should	  ensure	  higher	  retention	  of	  Greenlandic	  workforce,	  thus	  successfully	  heighten	  the	  level	  of	  education	  of	  the	  Greenlandic	  workforce.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Communication	  The	  Canadian	  experience	  shows	  that	  successful	  IBAs	  required	  the	  negotiating	  groups	  to	  unite	  and	  this	  is	  also	  stated	  in	  The	  Toolkit.	  The	  interviews	  with	  the	  Ministry	  of	  Minerals	  and	  Greenlandic	  Employers	  Association	  indicate	  the	  Greenlandic	  negotiations	  are	  coordinated	  and	  they	  have	  a	  common	  understanding	  of	  their	  demands	  and	  goals	  against	  mining	  company.	  The	  Greenlandic	  Employers	  Association	  even	  states	  this	  in	  the	  interview:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  "In	  our	  opinion	  it	  is	  very	  important	  that	  Greenland	  organizations	  and	  the	  government	  etc.	  are	  
very	  focused	  on	  cooperation	  and	  making	  sure	  that	  Greenland	  “stand	  as	  one”	  in	  the	  negotiations	  
with	  mining	  companies."	  	  Questionnaire	  from	  Greenlandic	  Employers	  Association	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  Unity	  is	  a	  subject	  that	  The	  Toolkit	  expresses	  multiple	  times	  as	  key	  requirement	  to	  ensure	  a	  successful	  IBA.	  However,	  Martin	  Ben	  Shalmi	  stated	  that	  there	  is	  no	  formal	  coordination	  or	  working	  group,	  though	  the	  Ministry	  of	  Minerals	  state	  that	  there	  exist	  and	  ad	  hoc	  working	  
group,	  that	  does	  not	  include	  any	  municipality.	  Meetings	  have	  been	  held	  with	  all	  relevant	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  56	  "IBA	  Community	  Toolkit"	  p.	  145,	  p.148	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stakeholders,	  and	  Martin	  Ben	  Shalmi	  also	  states	  this.	  The	  lack	  of	  demands	  on	  training/education	  from	  the	  Municipality	  and	  the	  fact	  that	  the	  Government	  plans	  to	  make	  those	  demands	  may	  indicate	  that	  there	  is	  no	  unity	  between	  the	  two	  parts,	  and	  it	  is	  supported	  by	  the	  lack	  of	  formal	  coordination	  between	  the	  municipality	  and	  government.	  However	  the	  Greenland	  Employers	  Association	  also	  states:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
"Yes.	  All	  mentioned	  (also	  included	  Qeqqata	  Kommunea)	  is	  working	  together	  as	  a	  formal	  group,	  
which	  has	  the	  objective	  to	  ensure	  the	  most	  beneficial	  IBA	  in	  terms	  of	  Greenland	  interest."57	  Questionnaire	  from	  Greenlandic	  Employers	  Association	  	  The	  different	  answers	  to	  the	  same	  questions	  indicates	  that	  the	  communication	  between	  the	  Greenlandic	  teams	  is	  not	  optimal,	  and	  communication	  between	  the	  teams	  and	  the	  public	  is	  essential	  in	  ensuring	  a	  good	  result	  during	  the	  negotiations,	  as	  clear	  and	  direct	  understanding	  between	  the	  teams	  and	  the	  public	  will	  strengthen	  the	  unity.	  During	  the	  research	  for	  this	  project	  it	  has	  proved	  difficult	  to	  identify	  the	  teams	  associated	  with	  the	  negotiation,	  though	  the	  organizations	  themselves	  have	  been	  identifiable.	  For	  example	  with	  regards	  to	  the	  Sermersooq	  team,	  there	  is	  no	  information	  online	  on	  who	  is	  actually	  on	  the	  team,	  where	  the	  information	  was	  found	  in	  a	  newspaper	  article	  on	  printed-­‐paper58.	  This	  difficulty	  of	  information	  can	  be	  intentional,	  as	  The	  Toolkit	  explains:	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  "Because	  of	  the	  risks	  involved	  in	  the	  negotiating	  team	  "showing	  its	  hand",	  the	  flow	  of	  
information	  at	  this	  stage	  may	  be	  more	  tightly	  controlled."59	  	  However	  the	  stage	  mentioned	  is	  about	  the	  negotiations	  of	  the	  specific	  demands,	  and	  Greenland	  Employers	  Association	  and	  Ministry	  of	  Minerals	  both	  state	  that	  the	  current	  state	  of	  the	  IBA	  negotiations	  are	  preliminary	  and	  regards	  the	  over-­‐all	  goals.	  At	  this	  state	  The	  Toolkit	  cannot	  "overstated"60	  the	  importance	  of	  communication	  between	  the	  negotiating	  team	  and	  the	  community,	  as	  this	  communication	  helps	  the	  team	  understand	  the	  concerns	  and	  aspirations	  of	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  57	  This	  was	  the	  question	  asked:	  "	  Have	  you	  coordinated	  with	  other	  organizations,	  such	  Government,	  Sermersooq,	  KaNuKoKa	  and	  SIK?"	  	  	  58	  Sermitsiaq,	  week	  11.	  	  59	  "IBA	  Community	  Toolkit"	  O'Faircheallaigh	  &	  Gibson	  p.	  92	  60	  "IBA	  Community	  Toolkit"	  O'Faircheallaigh	  &	  Gibson	  p.	  92	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the	  community	  and	  can	  help	  ensure	  support	  from	  the	  public.	  Should	  this	  level	  of	  information	  sharing	  continue,	  there	  is	  a	  risk	  of	  an	  unsuccessful	  IBA	  as	  the	  community	  will	  not	  be	  engaged,	  resulting	  in	  the	  negotiations	  team	  not	  learning	  the	  concerns	  and	  aspirations	  of	  the	  public,	  and	  the	  community	  may	  not	  support	  the	  agreements	  made.	  	  	  
Part	  conclusion:	  	  Much	  of	  the	  issues	  covered	  in	  The	  Toolkit	  have	  been	  formalized	  either	  through	  legislation	  or	  guidelines	  based	  on	  the	  Greenlandic	  Mineral	  act.	  The	  Toolkit	  states	  that	  there	  should	  be	  information	  gathering	  regarding	  the	  scope	  of	  the	  project	  and	  the	  legal	  framework	  of	  the	  project	  before	  entering	  the	  Impact	  Benefit	  Agreement	  negotiations.	  	  The	  key	  aspect	  of	  the	  Social	  Impact	  Assessment	  is	  the	  Social	  Baseline	  description,	  which	  among	  other	  things,	  describe	  the	  education	  level	  and	  labour	  market	  that	  are	  the	  basis	  of	  this	  analysis.	  Both	  Sermersooq	  and	  Greenland	  Employers	  Association	  demand	  Preferential	  Hiring	  of	  Greenlandic	  companies	  and	  labour	  on	  job	  opportunities	  where	  the	  Local	  Business	  will	  gain	  knowledge,	  experience	  and	  training,	  and	  should	  they	  be	  successful	  it	  would	  decrease	  unemployment	  and	  increase	  education.	  The	  Toolkit	  explains	  that	  one	  of	  the	  measures	  that	  can	  be	  done	  and	  that	  have	  been	  successful,	  is	  to	  ensure	  training	  possibilities,	  as	  quantitative	  demands	  of	  use	  of	  local	  labour	  may	  be	  met	  through	  hiring	  local	  labour	  for	  peripheral	  and	  low-­‐level	  employment,	  and	  that	  has	  little	  to	  no	  effect	  on	  furthering	  the	  qualifications	  of	  the	  local	  labour	  force	  and	  results	  in	  high	  turnover.61	  With	  training	  demands,	  the	  career	  advancement	  and	  increase	  of	  skill	  can	  be	  ensured,	  thus	  resulting	  in	  higher	  retention	  of	  local	  labour.	  There	  is	  a	  risk	  of	  an	  unsuccessful	  IBA	  as	  the	  community	  will	  not	  be	  engaged,	  resulting	  in	  the	  negotiations	  team	  not	  learning	  the	  concerns	  and	  aspirations	  of	  the	  public,	  and	  the	  community	  may	  not	  support	  the	  agreements	  made,	  due	  to	  the	  unsatisfying	  information	  sharing	  and	  availability.	  	  	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  61	  "IBA	  Community	  Toolkit"	  p.	  145,	  p.148	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Part	  two-­‐	  
Råstoffond	  -­‐	  The	  Greenland	  Approach	  	  	  	  	  	  	  
Råstoffund:	  	  	  According	  Landstingslov	  nr.	  6	  af	  5.	  december	  2008	  om	  Grønlands	  Råstoffond	  Greenland	  has	  to	  make	   a	   fund	   when	   they	   will	   have	   the	   mineral	   revenue	   and	   they	   named	   it	   Råstoffund.	  Råstoffund	  is	  Danish	  word.	   It	   is	  a	  combination	  of	  two	  Danish	  word	  Råstof	  and	  fund.	  English	  meaning	   of	   ‘Råstof’	   is	   raw	  material	   and	   here	   it	   has	   been	   used	   as	   natural	   resource.	   So	   the	  whole	  meaning	   of	   Råstoffund	   is	   natural	   resource	   fund.	   Natural	   Resource	   Funds	   consists	   of	  stabilization	  or	  savings	  funds	  and	  often	  combine	  both.	  	  Stabilization	  funds	  wish	  to	  reduce	  the	  impact	   of	   commodity	   price	   volatility	   on	   the	   economy	   and,	   in	   other	   way,	   by	   stabilizing	  spending	   forms	   it	   helps	   to	   develop	  budget	   predictability.62They	   reduce	   overspending	  when	  prices	   are	   high	   and	   borrowing	   when	   prices	   fall	   because	   when	   commodity	   prices	   are	   high,	  excess	   revenue	   is	   placed	   in	   the	   stabilization	   fund,	   but	   when	   prices	   are	   low,	   revenue	   is	  transferred	  out	  to	  make	  up	  for	  budgetary	  shortfalls.	  Savings	  funds,	  in	  contrast,	  are	  intended	  to	  ensure	   that	   a	   share	   of	   the	   wealth	   will	   exist	   for	   future	   generations,	   even	   after	   the	   natural	  resources	  are	  depleted.63	  Developed	  and	  developing	  countries	  both,	  which	  are	  rich	  in	  natural	  recource,	  are	  creating	  NRFs	  fund.	  For	  instance,	  Venezuela’s	  Stabilization	  Investment	  Fund,	  the	  State	   Petroleum	   Fund	   in	   Norway,	   Iran’s	   Foreign	   Currency	   Reserve	   Account,	   and	   the	   Oman	  General	  Reserve	  Fund.	  	  	  
How	  and	  when	  they	  will	  create	  the	  	  Råstoffund?	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  62	  http://www.imf.org/external/pubs/nft/op/205/	  63	  ibid.	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Though	  the	  Self-­‐Government	  Act	  of	  2009,	  that	  is	  de	  facto	  constitution	  of	  Greenland,	  states	  that	  the	  financial	  benefits	  will	  reach	  to	  5mio.DKK	  they	  will	  make	  the	  fund	  and	  the	  financial	  benifit	  up	  to	  75	  mio.	  DKK	  goes	  to	  Greenland	  and	  all	  benefits	  above	  that	  are	  shared	  equally	  between	  Greenland	   and	   Denmark,	   through	   continuous	   reduction	   of	   the	   Annual	   Grant	   received	   from	  Denmark	   in	   proportion	   to	   the	   benefits.	   However,	   these	   are	   only	   direct	   income,	   and	   not	  personal	  taxes	  and	  other	  indirect	  income	  received	  from	  Extraction.	  For	  example,	  if	  Greenland	  can	  collect	  85	  mio.	  DKK	  then	  first	  75mio	  directly	  goes	  to	  the	  Råstoffund	  and	  rest	  5	  mio.	  DKK	  will	  be	  devided	  into	  two	  equal	  portion	  and	  one	  portion	  will	  go	  the	  Råstoffund	  again	  and	  the	  rest	  will	  go	  for	  the	  government	  expenditure.	  Because,	  Danish	  grant	  will	  be	  reduced	  by	  2.5mio	  DKK.	  	  
What	  is	  the	  government	  plan	  for	  using	  the	  Råstoffund?	  	  The	   government	   doesn’t	   have	   any	   clear	   plans	   for	   the	   Råstoffund	   but	   according	   to	  mineral	  ministry-­‐	   ‘’	   it	   is	  stated	  in	  the	  act	  that	  the	  funds/capital	  are	  to	  be	  used	  for	  investments	  in	  the	  mineral	   resources	   area,	   and	   to	   cover	   costs	   associated	  with	   taking	   over	   new	   administrative	  areas	  from	  the	  Danish	  state.’’	  So	  they	  don’t	  have	  any	  clear	  plan	  for	  the	  fund	  for	  making	  their	  economy	   diversified	   or	   making	   their	   institution	   capacity	   better	   or	   for	   anything.	   They	   are	  saying	  they	  will	  make	  the	  plan	  for	  the	  fund	  when	  the	  fund	  will	  be	  created.	  	  	  	  
How	  the	  Dutch	  Disease	  may	  occur	  in	  Greenland?	  	  For	  Greenland,	  the	  discovery	  of	  natural	  resource	  may	  create	  the	  Dutch	  Disease.	  The	  discovery	  of	  natural	  resource	  can	  be	  related	  to	  a	  surge	  in	  natural	  resource	  prices	  in	  the	  world	  market,	  or	  a	  decrease	  in	  production	  costs,	  or	  a	  substantial	  increase	  in	  foreign	  investment	  —	  that	  makes	  the	  country	  a	  net	  natural	  resource	  exporter.	  Natural	  resource	  prices	  are	  applicable	  for	  all	  the	  countries,	  which	  are	  rich	  in	  natural	  resource	  because	  it’s	  a	  very	  common	  factor.	  Decrease	  in	  production	   cost	   is	   not	   that	   important	   for	   Greenland	   as	   they	   are	   not	   enjoying	   the	   advance	  technology	   benefit	   or	   for	   the	   very	   limited	   number	   of	   population.	   For	   Greenland,	   the	   most	  important	   factor	   is	   foreign	   investment.	   Because	   London	   Mining	   is	   going	   to	   invest	   such	   a	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amount	   of	  money	  which	   is	  more	   than	   their	   national	   budget.	   So,	   revenue	   of	   Greenland	  will	  increase	  as	  a	  result	  of	  the	  natural	  resource	  discovery	  and	  for	  the	  investment	  in	  it.	  	  As	  a	  result	  of	  the	  increased	  wealth	  and	  revenues,	  spending	  on	  non-­‐tradable	  goods	  or	  services	  increases.	  As	  the	  supply	  of	  services	  is	  not	  perfectly	  elastic,	  this	  extra	  expenditure	  effect	  creates	  a	  rise	  in	  the	  prices	  of	  services.	  At	  the	  same	  time,	  the	  supply	  of	  tradable	  goods	  may	  be	  perfectly	  elastic	  their	   prices	   may	   not	   change	   much.	   This	   commendably	   means	   that	   the	   real	   exchange	   rate,	  which	  is	  the	  relative	  price	  of	  non-­‐tradable	  to	  tradable,	  rises.	  That	  is	  called	  spending	  effect	  and	  Greenland	   can	   be	   affected	   by	   this	   because	   Greenland	   is	   going	   to	   have	   a	   mineral	   based	  economy	  in	  future.	  	  The	   rise	   in	   real	   exchange	   rate,	   will	   lessen	   the	   competitiveness	   of	   the	   country’s	   domestic	  production	   and	   exports	   of	   import-­‐competing	   products.	   Thus,	   the	   real	   exchange	   rate	  appreciation	   will	   not	   only	   affect	   non-­‐resource	   exports	   but	   also	   domestic	   production	   of	  importable.	   As	   the	   exchange	   rate	   appreciates,	   imports	   become	   relatively	   cheaper	   so	   that	  domestic	  producers	  are	  disadvantaged.	  This	  may	  lead	  to	  a	  drop	  in	  production	  in	  that	  sector	  as	  well	  as	  in	  non-­‐mineral	  exports.	  	  	  As	  a	   result	  of	   the	  change	   in	   relative	  price	  mentioned	  above,	  employees	  of	  production	  move	  from	  the	  non-­‐resource	  sectors	  to	  resource	  sectors	  and	  non-­‐tradable	  sectors,	  which	  will	  have	  an	  expansion	   in	  non-­‐tradables	   and	   services,	   and	   tradables	  will	   be	   experiencing	  a	   shrinkage	  (manufacturing	  and	  agriculture).	  At	  the	  same	  time,	  this	  resource	  allocation	  effect	  will	  bid	  up	  the	  price	  of	  labor	  while	  the	  price	  of	  capital	  remains	  the	  same.	  This	  may	  increase	  the	  demand	  of	  being	  employed	  in	  the	  resource	  sector	  among	  the	  labor	  and	  may	  create	  unemployment	  in	  Greenland.	  However,	  there	  is	  huge	  chances	  for	  Greenland	  to	  get	  affected	  by	  the	  Dutch	  disease.	  	  	  
Relation	  between	  Natural	  resource	  fund	  and	  sustainable	  economic	  growth	  in	  Greenland:	  	  Our	  group	  has	   claimed	   that	  Greenland	  does	  not	  have	  a	   sustainable	   economy	  because	  every	  year	  they	  receiving	  a	  fixed	  amount	  of	  grant	  from	  Denmark	  and	  they	  have	  unemployment	  and	  educational	  level	  is	  not	  in	  the	  satisfactory	  level.	  From	  the	  profits	  of	  mineral	  industry	  they	  are	  going	  to	  make	  Natural	  resource	  fund	  which	  is	  called	  Råstoffund	  and	  they	  are	  planning	  to	  use	  
	   51	  
the	   money	   to	   fill	   the	   block	   when	   the	   grant	   will	   be	   reduced.	   They	   are	   planning	   to	   use	   the	  money	   for	   establishing	   different	   mineral	   areas	   as	   well.	   They	  may	   able	   to	   escape	   from	   the	  resource	   curse	   by	   creating	   the	   fund,	   which	   is	   really	   a	   great	   problem	   for	   a	   resource	   rich	  country.	   They	   don’t	   have	   any	   plan	   for	   the	   fund	   for	   making	   their	   economy	   diversified	   or	  investing	  it	  to	  the	  education	  sector	  as	  if	  they	  can	  have	  better	  institution	  capacity.	  But	  all	  these	  things	  are	  very	  crucial	  to	  make	  their	  economy	  sustainable.	  So	  for	  Greenland	  this	  fund	  is	  really	  important	   to	  make	   their	  economy	  sustainable.	  Actually	   their	   sustainable	  economy	   is	  mostly	  depending	  on	  the	  proper	  use	  of	  the	  fund.	  	  
How	  does	  Råstoffund	  help	  to	  escape	  from	  Dutch	  disease?	  	  Dutch	  Disease	  that	  arises	  when	  productivity	  and	  exports	  shift	  from	  non-­‐resource	  traded	  sector	  to	  the	  resource	  traded	  sector	  as	  a	  result	  of	  discovery	  of	  large	  stores	  of	  mineral	  resources	  such	  as	  oil	  and	  gas	  or	  a	  general	  increase	  in	  their	  price.	  The	  current	  unemployment	  statistics	  show	  that	  unemployment	  rate	  is	  on	  the	  rise	  from	  2009.	  Greenland	  Statistics	  calculates	  the	  number	  of	  people	  affected	  by	  unemployment	  in	  January	  2012	  to	  3,767	  persons	  from	  3,292	  persons	  in	  the	  same	  month	  the	  year	  before.	  This	  is	  an	  increase	  of	  475	  persons	  compared	  to	  the	  previous	  year.	  It	  is	  because	  during	  this	  whole	  period	  the	  construction	  for	  the	  mining	  industry	  has	  taken	  place.	  So	  Greenland	  is	  already	  a	  little	  affected	  by	  the	  Dutch	  disease.	  According	  to	  Røed	  Larsen	  (2004),	  the	  Dutch	  disease	  is	  related	  to	  three	  major	  effects.	  Firstly,	  
the	   factor	   movement	   effect,	   i.e.	   the	   reallocation	   process	   of	   labor	   and	   capital	   from	   other	  activities	  to	  mineral	  extraction	  industry.	  It	  is	  expected	  that	  in	  this	  procedure	  wages	  are	  bid	  up	  and	  affecting	  the	  tradable	  sector.	  Tradable	  sector	  will	  lose	  competitiveness	  and	  collapse	  at	  the	  end.	  Greenland	  is	  affected	  by	  this	  the	  factor	  movement	  effect.	  There	  is	  some	  other	  effect	  also.	  	  	  Secondly,	  the	  spending	  effect	  developing	  from	  increased	  aggregate	  demand	  which	  is	  triggered	  by	   the	   natural	   resource	   industry’s	   revenues.	   If	   the	   economy	   is	   in	   it’s	   limit,	   this	  will	   create	  excess	   demand	   and	   inflation.	  Moreover,	   if	   the	   revenues	   are	  used	   for	   government	   spending,	  the	  currency	  rate	  will	   increase	  and	  the	  competitiveness	  of	   the	  non-­‐resource	   tradable	  sector	  will	  be	  affected.	  As	  Greenland	  only	  collecting	  only	  the	  indirect	  tax	  from	  the	  mineral	  industry’s	  construction	  work	  now,	  that’s	  why	  they	  don’t	  have	  enough	  money	  in	  their	  hand	  for	  the	  extra	  spending.	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  Finally,	   the	  spillover-­‐loss	  effect	   relating	   to	   the	   loss	  of	  positive	  externalities	  associated	  with	  a	  reduced	  manufacturing	   sector.	   Greenland	  may	   also	   affected	   by	   this	   effect	   because	   of	   their	  present	   plan	   for	   using	   the	   Råstoffund.	   They	   are	   sayng	   that	   they	   going	   to	   use	   the	   fund	   for	  creating	   more	   other	   mineral	   industry	   in	   Greenland.	   This	   may	   crate	   a	   single	   type	   of	   labor	  market	  in	  Greenland.	  	  By	   establishing	   the	   Råstoffund	   Greenlandic	   can	   limit	   the	   effect.	   Because	   according	   to	   the	  mineral	   act.	   All	   revenue	   that	   comes	   from	   the	   resource	   extraction	   directly	   goes	   to	   the	  Råstoffund.	  So	  the	  labor	  and	  capital	  will	  not	  move	  to	  the	  resource	  extraction	  industry	  if	  they	  are	  able	  to	  build	  up	  some	  other	  industry	  by	  using	  the	  fund.	  And	  government	  cannot	  use	  the	  revenue	  directly	  so	  there	  will	  be	  no	  spending	  effect	  in	  Greenland.	  (Not	  done	  yet)	  	  
How	  does	  Råstofund	  will	  work	  to	  solve	  the	  Price	  volatility	  problem	  in	  Greenland?	  	  Greenlandic	   revenue	   that	  will	   derive	   from	  mineral	   industry	  will	   be	  highly	   volatile	   as	   it	  will	  depend	  on	   the	  global	  mineral	  price.	  The	  market	  price	  of	   the	  resources	   is	  always	   fluctuating	  and	   that	  will	  affect	   the	  government	  revenue,	  which	  will	  be	   totally	  depended	  on	   the	  mineral	  revenue.	  And	  it	  will	  indirectly	  affects	  the	  entire	  economy	  since	  the	  national	  budget	  is	  usually	  plan	   against	   the	  mineral	   revenue.	  The	   frequent	  upward	  or	  downward	   adjustments	   of	   fiscal	  expenditures	   are	   costly	   because	   it	   tends	   to	   discourage	   private	   investment	   and	   at	   the	   same	  time	  impede	  public	  goods	  provision	  (Smith	  2004).	  In	  this	  situation,	  normally	  the	  government	  will	   tend	  to	  borrow	  huge	  amount	  of	  debt	  during	  mineral	  boom	  to	  support	   its	  budget	  deficit	  believing	  that	  windfall	  from	  natural	  resource	  during	  boom	  will	  easily	  repay	  the	  debts.	  But	  an	  economy	  with	  a	  debt	  never	  is	  sustainable.	  In	  Greenland	  case,	  they	  can	  borrow	  the	  money	  from	  their	   Råstoffund	   and	   can	   solve	   the	   budget	   deficit	   problem	   and	   can	   bring	   the	   sustainable	  economy	  in	  their	  country.	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Education:	  According	  to	  Gylfason,	   level	  of	  education	   is	  negatively	  correlated	  with	  the	  resource	  revenue	  and	   positively	   correlated	   with	   economic	   growth.	   So	   the	   countries	   need	   to	   have	   greater	  percentage	   of	   highly	   educated	   people	   if	   the	   country	  wants	   to	   have	   a	   sustainable	   economic	  growth.	   In	   our	   case	   Greenland	   have	   only	   11%	   of	   highly	   educated	   people	   in	   the	   year	   2011	  where	  the	  Canada	  has	  more	  than	  40%.	  So,	  Greenlandic	  should	  increase	  the	  percentage	  of	  the	  highly	  educated	  people	  to	  maintain	  the	  economic	  growth,	  which	  they	  will	  experience	  during	  the	  resource	  booming	  period.	  To	  do	  this	  they	  invest	  the	  part	  of	  the	  Råstoffund	  to	  universities	  as	  if	  more	  people	  can	  get	  the	  higher	  education.	  	  
Build	  some	  other	  industry	  for	  making	  the	  economy	  diversified:	  	  Greenland	   has	   some	   limitation	   like	   less	   population,	   low	   education	   level,	   transportation	  problem	  etc.	   and	  along	  with	   this	   they	  also	  have	  high	  unemployment	   rate.	   So	   they	  still	  have	  some	  people	  who	   can	   be	   employed	   in	  many	   different	   industries.	   In	   our	   project,	   diversified	  economy	   is	   one	   of	   the	  major	   concerns	   to	   gain	   sustainable	   economic	   growth	   in	   Greenland.	  Economy	   based	   on	   only	   one	   industry	   cannot	  maintain	   a	   good	   economic	   growth	   for	   a	   long	  period	  of	  time.	  Because,	  if	  the	  that	  particular	  commodity	  price	  fall	   in	  the	  global	  market	  then	  the	   industry	   revenue	   will	   also	   fall	   and	   if	   it	   is	   severe	   then	   the	   industry	   will	   collapse	  permanently.	   Another	   reason	   is	   if	   the	   economy	   is	   based	   on	   only	   on	   one	   industry	   then	   the	  people	   who	   is	   working	   in	   the	   some	   other	   industry	   they	   can	   also	   move	   themselves	   in	   this	  industry	  because	  of	   the	  high	  wages	  of	   this	   industry.	  Then	   the	  other	   industry	  will	   lose	   their	  employee	  and	  economy	  will	  be	  import	  oriented.	  To	  protect	  the	  booming	  export	  sector	  and	  the	  non-­‐traded	   goods	   sector	   	   from	   crowding	   out	   the	   non-­‐booming	   export	   sectors,	   our	   group	   is	  advising	   Greenland	   to	   invest	   the	   Råstoffund	   in	   economic	   diversification.	   Thus,	   they	  will	   be	  able	   to	   shield	   their	   economies	   from	   shocks	   caused	   by	   market	   volatility.	   Economic	  diversification	  is	  also	  directly	  linked	  to	  sound	  fiscal	  and	  monetary	  policies—that	  is,	  when	  the	  local	  currency	  is	  not	  allowed	  to	  appreciate,	  the	  chance	  of	  decline	  in	  the	  non-­‐booming	  sectors	  is	   reduced.	   This	   is	   one	   of	   the	   rare	   areas	   in	   which	   policy	   prescriptions	   have	   been	   widely	  followed.	   With	   the	   endorsement	   of	   developmental	   economists	   and	   international	  organizations,	  such	  as	  the	  United	  Nations	  Conference	  on	  Trade	  and	  Development,	  the	  United	  Nations	   Economic	   Commission,	   and	   the	  World	   Bank,	   from	   the	   1960s	   until	   the	   early	   1980s	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most	   mineral-­‐rich	   states	   made	   considerable	   investments	   in	   promoting	   other	   economic	  sectors.64	  	  Finally,	   to	  alleviate	   the	  effects	  of	  Dutch	  Disease,	  Greenland	   	   should	   transfer	   rents	  from	  the	  mineral	  sector	  to	  the	  non-­‐booming	  export	  sectors.	  	  
Råstoffund	  and	  responsibility	  of	  the	  political	  institution:	  	  According	  to	  Mehlum(2000),	  there	  is	  a	  strong	  correlation	  between	  the	  quality	  institution	  and	  resource	   blessing.	   In	   Greenland,	   there	   is	   going	   to	   be	   created	   the	   natural	   resource	  fund(Råstoffund)	   to	   enjoy	   the	   blessing	   of	   the	   natural	   resource.	   But	   this	   would	   be	   totally	  worthless	  if	  there	  is	  no	  proper	  plan	  for	  using	  the	  fund.	  According	  to	  him,	  institutional	  quality	  is	  not	  necessarily	  work	  for	  the	  resources	  but	  resources	  can	  give	  a	  country	  curse	  if	  there	  have	  a	  weak	  institution.	  Because,	  countries	  who	  are	  experiencing	  weak	  institution,	  their	  rent	  seeking	  and	   production	   industry	   competing	   each	   other	   but	   the	   good	   institution	   complement	   each	  other.	  It	  helps	  the	  country	  to	  create	  a	  producer	  friendly	  environment	  which	  helps	  the	  country	  to	   gain	   a	   sustainable	   economy.	   Greenland	   will	   have	   the	   fund	   when	   they	   start	   to	   gain	   the	  resource	  revenue	  from	  the	  mineral	  industry	  then	  the	  political	  institution’s	  responsibility	  is	  to	  make	  a	  producer	  friendly	  environment.	  They	  can	  do	  it	  by	  investing	  on	  educational	  sector	  or	  developing	  some	  other	  industries	  along	  with	  the	  mineral	  industry.	  If	  Greenlandic	  will	  able	  to	  do	  this	  they	  will	  enjoy	  the	  resource	  blessing	  and	  sustainable	  economic	  growth.	  	  
Discussion:	  The	   research	   has	   highlighted	   the	   significance	   of	   Råstoffund	   for	   creating	   the	   sustainable	  growth	  and	  escaping	  from	  the	  resource	  curse.	  But	  the	   institutional	  arrangement	  around	  the	  fund	  will	   determine	   the	   success	   and	   failure	  of	   creating	   the	   fund.	   It	   has	   established	   that	   the	  interplay	   of	   economics	   and	   political	   institution	   will	   help	   Greenland	   to	   avoid	   the	   resource	  curse	  and	  creating	  the	  sustainable	  economic	  growth	  in	  Greenland.	  	  The	  methodology	  of	   our	  project	   helps	  us	   finding	   the	  weakness	   and	   strength	   and	   to	  draw	  a	  specific	  conclusion	  based	  on	  the	  findings.	  It	  also	  broadens	  the	  interdisciplinary	  nature	  of	  our	  project	  and	  enhances	  the	  theoretical	  foundation.	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Conclusion	  Much	  of	  the	  issues	  covered	  in	  The	  Toolkit	  have	  been	  formalized	  either	  through	  legislation	  or	  guidelines	  based	  on	  the	  Greenlandic	  Mineral	  act.	  The	  Toolkit	  states	  that	  there	  should	  be	  information	  gathering	  regarding	  the	  scope	  of	  the	  project	  and	  the	  legal	  framework	  of	  the	  project	  before	  entering	  the	  Impact	  Benefit	  Agreement	  negotiations.	  	  The	  key	  aspect	  of	  the	  Social	  Impact	  Assessment	  is	  the	  Social	  Baseline	  description,	  which	  among	  other	  things,	  describe	  the	  education	  level	  and	  labour	  market	  that	  are	  the	  basis	  of	  this	  analysis.	  Both	  Sermersooq	  and	  Greenland	  Employers	  Association	  demand	  Preferential	  Hiring	  of	  Greenlandic	  companies	  and	  labour	  on	  job	  opportunities	  where	  the	  Local	  Business	  will	  gain	  knowledge,	  experience	  and	  training,	  and	  should	  they	  be	  successful	  it	  would	  decrease	  unemployment	  and	  increase	  education.	  The	  Toolkit	  explains	  that	  one	  of	  the	  measures	  that	  can	  be	  done	  and	  that	  have	  been	  successful,	  is	  to	  ensure	  training	  possibilities,	  as	  quantitative	  demands	  of	  use	  of	  local	  labour	  may	  be	  met	  through	  hiring	  local	  labour	  for	  peripheral	  and	  low-­‐level	  employment,	  and	  that	  has	  little	  to	  no	  effect	  on	  furthering	  the	  qualifications	  of	  the	  local	  labour	  force	  and	  results	  in	  high	  turnover.65	  With	  training	  demands,	  the	  career	  advancement	  and	  increase	  of	  skill	  can	  be	  ensured,	  thus	  resulting	  in	  higher	  retention	  of	  local	  labour.	  There	  is	  a	  risk	  of	  an	  unsuccessful	  IBA	  as	  the	  community	  will	  not	  be	  engaged,	  resulting	  in	  the	  negotiations	  team	  not	  learning	  the	  concerns	  and	  aspirations	  of	  the	  public,	  and	  the	  community	  may	  not	  support	  the	  agreements	  made,	  due	  to	  the	  unsatisfying	  information	  sharing	  and	  availability.	  	  	  Additionally	   in	   our	   conclusion,	   our	   group	   would	   like	   to	   say,	   the	   poor	   empirical	   relation	  between	  resource	  endowment	  and	  economical	  performance	  is	  occurring	  not	  only	  for	  without	  making	   the	  natural	   resource	   fund	  but	  also	   for	  not	  making	   the	  policy	   for	  using	   the	   resource	  revenue.	  A	  country	  can	  escape	   from	   the	   resource	  curse	  and	  can	  get	  a	   sustainable	  economic	  growth	  by	  making	  good	  expenditure	  policy	  with	  or	  without	  making	  the	  natural	  resource	  fund.	  For	  Greenland,	  the	  law	  settles	  natural	  resource	  fund,	  there	  is	  nothing	  to	  do	  about	  making	  the	  fund,	   when	   they	   have	   the	   resource	   revenue	   then	   the	   profit	   from	   the	   mining	   industry	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automatically	  goes	  the	  Råstoffund.	  What	  they	  need	  more	  that	  is	  a	  proper	  expenditure	  policy	  for	  the	  fund.	  For	  example,	  investing	  the	  fund	  for	  making	  their	  economy	  diversified	  as	  if	  their	  economy	  can	  maintain	  the	  same	  growth	  where	  there	  is	  no	  resource	  revenue.	  Another	  way	  of	  using	  the	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